-

.
Vw

=

=

12028231

PENDRELL




Enclosed you will find Pendrell Corporation’'s 2012 Proxy Statement. The Annual Meeting of
Stockholders will be held on Weadnesday, November 14 in Kirkland, Washington.

in our letter to you last year, we discussed our efforts to wind down our satellite operations, improve
our balance sheet, and our intention to pursue new opportunities that would maximize the value of
unique assets, 'm pleased to report that we've done what we've said we would do, and that we have
made significant progress in pursuing a new vision for our company.

Early last year, we kicked off a strategic planning process intended to develop a plan to grow
shareholder value over the long term. With more than $300 million of cash on hand and a $2.6
billion tax asset, we focused on developing a strategy that would allow us to maximize earnings and
margins while minimizing capital requirements, depreciation, amortization, and interest expense.
We also sought to develop a strategy that would remain sound even if we did not prevail in the
Boeing litigation.

These criteria led us to focus on the emerging intellectual property (“IP”) asset class, where we saw
an opportunity to invest in undervalued IP assets and to make these assets available to prospective
licensees on what we believe are falr, reasonable and predictable terms. Furthermore, we believe
our team’s background in telecom and technology industries, with a notable track record as
entrepreneurs, operators and dealmakers, differentiates us from others in the IP marketplace, and
gives us a unigue perspective and ability to partner and transact with large, innovative companies.

Licensing of IP has grown to a $180 billion a year market according to the World Intellectual
Property Organization. Billions, if not trillions, of global market capitalization is dependent on the
quality and enforceability of intellectual property rights. In fact, for S&P 500 companies, intangible
market value as a percentage of total market value was 81% in 2009, From a domestic industry
perspective, the U.S, had a net positive balance of payments from IP in 2009 of almost $65

billion, more than 10 times the next highest country. Yet even with this scale, we believe that the

IP marketplace is still in its formative stages, and is analogous in many ways to the U.S. market for
wireless spectrum licenses in the early days of the cellular industry.

Over the past year, Pendrell has built an integrated IP investment, advisory and asset management
firm. We have partnered with leading operating companies such as Time Warner, and have
acquired IP assets with impeccable pedigrees that originated with innovative firms such as Xerox,
IBM, and Phillips. We are highly selective in our investment approach, having reviewed more

than 27,000 patents in just the past 12 months alone. Qur portfolio now consists of more than
1,600 U.S. and foreign patents, with several hundred additional patent applications pending. Qur
patent portfolio includes inventions in key areas such as digital rights management, 3G, 4G, Wi-Fi,
Bluetooth, video compression, location based services, e-commerce, mobile applications and other
currently relevant technologies. We believe that through a combination of licensing and divestiture
activities, our portfolic can generate revenues up to several times the amount we have invested in
these assets.

Our cornerstone investments in [P include:

* Qur June 201 acquisition of the Qvidian Group. Qvidian is a well-respected and trusted
provider of [P advisory and consulting services to many of world’s leading technology
companies. The combination of the Ovidian and Pendrell teams reflects what we believe is an
unparalleled depth of expertise in 1P, strategic technology transactions and IP value creation,



In fact, IAM Magazine has named six Pendrell team members among the world’s Top 300 IP Strategists.
Our IP professionals have advised on many of the largest and highest profile IP transactions that have
taken place in the last year, which reflects the trust major technology companies have in our people
and expertise.

* Our October 2011 purchase of a 90.1% interest in ContentGuard Holdings, Inc., where we have partnered
with Time Warner to expand and grow the licensing of ContentGuard’s industry-ieading portfolio of digital
rights management (DRM) technologies. ContentGuard has a heritage of innovation beginning in the early
1990’s in Xerox’s Palo Alto Research Center, where our foundational DRM technologies were created and
incubated. The continuing rapid adoption of connected devices that deliver secure content bodes well
for continued licensing success for ContentGuard, and our investments in these assets are now being
realized. This year we entered into a new DRM licensing agreement with Fujitsu covering handset and
tablet products. Sharp Corporation renewed its DRM license for handsets and expanded the agreement to
include tablets. Under our leadership, ContentGuard has also taken decisive action to enforce infringement
of its patents. It is not our desire to resort to litigation, however we intend to do so if a third party
makes use of our innovations and fails to enter into a license agreement on what we believe are fair and
reasonable terms.

¢ Our March 2012 acquisitions of several targeted patent portfolios, representing more than 1,300 US and
foreign patents. These patents originated with some of the world’s leading technology firms known for
their collective innovation in developing meaningful and relevant technologies with broad applications.

This year has also seen the resolution of the long-standing litigation between the company’s ICO subsidiary

and the Boeing companies. In April, the California Court of Appeals struck down the $603 million jury verdict

in our favor that had been awarded in 2008. We obviously were disappointed with this outcome, however after

evaluating the likelihood of our prevailing in subsequent appeals, we agreed with Boeing to settle the litigation
' for a $10 million payment by Boeing and a release of all claims by both parties.

As we near the end of 2012, Pendrell has executed on every facet of our strategic plan. We have invested in
fundamental IP assets, built a world class team of IP professionals, begun to execute on new licensing programs,
strengthened our balance sheet with the divestiture of our remaining satellite assets and elimination of liabilities
associated with those assets, and we are delivering on our plan to generate new revenues.

Going forward, we anticipate that we will continue to invest in innovative technologies that present unique
opportunities for significant returns. We believe that our deep technical and legatl expertise, our flexible and
creative transactional capabilities, combined with our ability to act quickly and decisively, gives us a competitive
edge in acquiring and monetizing IP assets. To be clear, we intend to pursue new investment opportunities if
and when we believe our investment criteria will be met. We do not have a targeted timeline for the investment
of our capital resources, nor do we have a targeted number of transactions that we feel we need to complete in
order to succeed.

On behalf of our management team and our Board of Directors, | thank you for your continued trust in Pendrell.

Sincerely,
A
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Ben Wolff
President and Chief Executive Officer



PENDRELL
NOTICE OF ANNUAL MEETING OF STOCKHOLDERS
To Be Held On November 14, 2012

Dear Stockholder:

You are cordially invited to attend the 2012 Annual Meeting of Stockholders (the “Annual Meeting”) of Pendrell
Corporation, a Delaware corporation (the “Company” or “Pendrell”). The meeting will be held on Wednesday,
November 14, 2012, at 10:00 a.m. local time at The Woodmark Hotel, 1200 Carillon Point, Kirkland, WA 98033.
At the meeting, stockholders will be asked to:

1. elect eight (8) directors,
. participate in an advisory vote to approve named executive officer compensation,
. approve the reincorporation of the Company from Delaware to Washington,
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4. approve the Pendrell Corporation 2012 Equity Incentive Plan,

5. ratify the selection of the Company’s independent registered public accounting firm, and
6

. conduct any other business properly brought before the meeting.

These items of business are more fully described in the proxy statement that accompanies this notice (this
“Notice™).

The record date for the Annual Meeting is September 20, 2012. Only stockholders of record at the close of
business on that date may vote at the meeting or any adjournment thereof.
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By Order of the Board of Directors

V274

Robert S. Jaffe
Corporate Secretary

Kirkland, Washington
October 19, 2012

Important Notice Regarding Availability of Proxy Materials for the Stockholder Meeting to Be Held on
November 14, 2012. You may access an electronic, searchable copy of the proxy statement and the Annual
Report to Stockholders for the year ended December 31, 2011 at: www.RRDEZProxy.com/2012/Pendrell.
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PENDRELL CORPORATION
2300 Carillon Point
Kirkland, Washington 98033

PROXY STATEMENT
FOR THE 2012 ANNUAL MEETING OF STOCKHOLDERS

NOVEMBER 14, 2012
QUESTIONS & ANSWERS ABOUT THE ANNUAL MEETING & VOTING

This proxy statement contains information about the 2012 Annual Meeting of Stockholders of Pendrell
Corporation (the “Annual Meeting”) to be held at The Woodmark Hotel, 1200 Carillon Point, Kirkland,
Washington 98033 on Wednesday, November 14, 2012, commencing at 10:00 a.m. local time.

This proxy statement is furnished in connection with the solicitation of proxies by the board of directors of
Pendrell Corporation (which is also referred to as Pendrell, the Company, we, us or our in this proxy statement),
for use at the Annual Meeting and any adjournment of that meeting.

These proxy solicitation materials and Pendrell’s Annual Report on Form 10-K for the fiscal year ended
December 31, 2011 are being mailed to all stockholders entitled to vote at the Annual Meeting on or about
October 19, 2012.

Who can vote at the Annual Meeting?

Only stockholders of record at the close of business on September 20, 2012 (the “Record Date™) will be
entitled to notice of and to vote at the Annual Meeting. On the Record Date, there were 206,882,958 shares of
Class A common stock outstanding and entitled to vote (one vote per share) and 53,660,000 shares of Class B
common stock outstanding and entitled to vote (ten votes per share).

Stockholders of Record: Shares Registered in Your Name

If on the Record Date your shares were registered directly in your name with Pendrell’s transfer agent,
Computershare Shareowner Services LLC, then you are a stockholder of record. As a stockholder of record, you
may vote in person at the meeting or vote by proxy.

Beneficial Owner: Shares Registered in the Name of a Broker or Bank

If on the Record Date your shares were held not in your name, but rather in an account at a brokerage firm,
bank, dealer, or other similar organization (your “Broker™), then you are the beneficial owner of shares held in
“street name” and these proxy materials are being forwarded to you by your Broker. As a beneficial owner, you
have the right to direct your Broker regarding how to vote the shares in your account. You are also invited to
attend the Annual Meeting. However, because you are not the stockholder of record, you may not vote your
shares in person at the Annual Meeting unless you request and obtain a valid proxy from your Broker.

What am I voting on?
There are five proposals scheduled for a vote:

* A proposal to elect eight directors;
* A proposal to approve named executive officer compensation on an advisory basis;

* A proposal to approve the reincorporation of the Company from Delaware to Washington;
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* A proposal to approve the Pendrell Corporation 2012 Equity Incentive Plan; and

* A proposal to ratify the selection of Deloitte & Touche LLP as the Company’s independent registered
public accounting firm for fiscal 2012.

How do I vote?
Stockholder of Record: Shares Registered in Your Name

If you are a stockholder of record, you may vote (i) in person at the Annual Meeting, (ii) by proxy using the
enclosed proxy card, (iii) by proxy over the telephone, or (iv) by proxy on the Internet. Whether or not you plan
to attend the Annual Meeting, we urge you to vote by proxy to ensure your vote is counted. You may still attend
the meeting to revoke your proxy and vote in person even if you previously voted by proxy.

* To vote in person, come to the Annual Meeting and we will give you a ballot when you arrive.

* To vote using the proxy card, complete, sign and date the enclosed proxy card and return it promptly in
the envelope provided. If you return your signed proxy card to us before the Annual Meeting, we will
vote your shares as you direct. -

» To vote over the telephone, dial toll-free 1-866-540-5760 using a touch-tone phone and follow the
recorded instructions. You will be asked to provide the company number and control number from
your enclosed proxy card. Your vote must be received by 11:59 PM Eastern Time on November 13,
2012, the day prior to the Annual Meeting, to be counted.

» To vote on the Internet, go to http://www.proxyvoting.com/pendrell to complete an electronic proxy
card. You will be asked to provide the company number and control number from your enclosed proxy
card. Your vote must be received by 11:59 PM Eastern Time on November 13, 2012, the day prior to
the Annual Meeting, to be counted.

Beneficial Owner: Shares Registered in the Name of Broker

If you are a beneficial owner of shares registered in the name of your Broker, you received these proxy
materials from your Broker rather than from Pendrell. To vote by proxy, you must complete and return to your
Broker the voting instruction form, as directed by your Broker, to ensure that your vote is counted. Alternatively,
you may vote by telephone or over the Internet as instructed by your Broker. To vote in person at the Annual
Meeting, you must obtain a valid proxy from your Broker. You may contact your Broker to request a proxy form.,

How many votes do I have?

On each proposal to be voted upon, you will have one vote for each share of Class A common stock you
own as of the Record Date and ten votes for each share of Class B common stock you own as of the Record Date.

What are “Broker non-votes”?

A broker non-vote generally occurs when a broker, who holds shares for the account of a customer with
beneficial ownership of the shares, has not received voting instructions from such customer. If your shares are
held by your Broker as your nominee (that is, in “street name”) and you do not provide instructions to your
Broker, your Broker can vote your shares with respect to the ratification of the Company’s independent
registered public accounting firm, which is a “discretionary” item, but not with respect to any of the other four
proposals presented at the Annual Meeting, all of which are “non-discretionary” items.

Who is paying for this proxy solicitation?

The Company will pay for the entire cost of soliciting proxies. Our directors, officers and employees may
solicit proxies, either personally or by telephone, facsimile or written or electronic mail, but will not be paid any
additional compensation for soliciting proxies. The Company also reimburses Brokers for the cost of forwarding
proxy materials to beneficial owners.

2



What does it mean if I receive more than one Notice?

If you receive more than one Notice, your shares are registered in more than one name or are registered in
different accounts. Please sign and return all proxy cards or voting instruction forms you receive to ensure that all
of the shares you hold are voted.

Can I change my vote after submitting my proxy?

Yes. You can revoke your proxy at any time before the vote at the Annual Meeting. If you are the record
holder of your shares, you may revoke your proxy in any one of three ways:

*  You may submit another properly completed proxy card with a later date.

You may send a timely written notice that you are revoking your proxy to the Company’s Corporate
Secretary at 2300 Carillon Point, Kirkland, Washington 98033.

*  You may attend the Annual Meeting and vote in person. Simply attending the meeting will not, by
itself, revoke your proxy.

If your shares are held by your Broker, you must follow the instructions provided by your Broker in order to
revoke your proxy.

How are votes counted?

Votes will be counted by the inspector of election appointed for the meeting, who will separately count
votes as follows: (i) “For” and “Withhold” with respect to the election of directors; (i) “For,” “Against,” and
“Abstain” with respect to the advisory (non-binding) resolution on executive compensation; (iii) “For,”
“Against,” and “Abstain” with respect to the proposal to approve the reincorporation of the Company from
Delaware to Washington; (iv) “For,” “Against,” and “Abstain” with respect to the proposal to approve the
Pendrell Corporation 2012 Equity Incentive Plan; and (iv) “For,” “Against,” and *“Abstain” with respect to the
ratification of the Company’s independent registered public accounting firm. Abstentions will be counted
towards the vote total for each proposal and will have the same effect as “Against” votes. Broker non-votes will
have the effect of a vote “Against” the proposal to approve the reincorporation of the Company from Delaware to
Washington, but will have no effect and will not be counted towards the vote total for any other proposal.
Withholds have no effect and will not be counted toward the vote total for any proposal.

What if I return a proxy card but do not make specific choices?

If you are a stockholder of record and you return a signed and dated proxy card without marking any voting
selections, your shares will be voted “For” the election of all eight nominees for director, “For” the advisory
(non-binding) resolution on executive compensation, “For” the approval of the reincorporation of the Company
from Delaware to Washington, “For” the approval of the Pendrell Corporation 2012 Equity Incentive Plan, and
“For” the ratification of the selection of our independent registered public accounting firm. If any other matter is
properly presented at the meeting, your proxy holder (one of the individuals named on your proxy card) will vote
your shares using his or her best judgment.
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How many votes are needed to approve each proposal?

Assuming that a quorum is present at the meeting, the following votes are required under our governing
documents and Delaware state law to approve each proposal:

Proposal

Proposal 1 — Election of directors

Proposal 2 — Advisory vote to
approve named executive officer
compensation*

Proposal 3 — Approval of the
reincorporation of the Company
from Delaware to Washington

Proposal 4 — Approval of the 2012
Equity Incentive Plan

Proposal 5 — Ratification of
selection of our independent
registered public accounting firm

Vote Required

Plurality, or the largest
number, of the votes cast

Approval of the majority of
votes cast

Approval of the majority of
shares entitled to vote

Approval of the majority of
votes cast

Approval of the majority of
votes cast

Effect of Abstentions, Withheld Votes and
Broker Non-Votes on Vote Required

Withheld votes and Broker non-votes
will have no effect on the election of
directors; only votes cast “for” a
director will affect the outcome of the
vote for the election of directors.

Abstentions will have the effect of a
vote “against” the proposal. Any
Broker non-votes will be counted as
present for purposes of determining
the presence of a quorum but will not
have any effect on the outcome of the
proposal.

Abstentions and Broker non-votes will
have the effect of a vote “against” the
proposal.

Abstentions will have the effect of a
vote “against” the proposal. Any
Broker non-votes will be counted as
present for purposes of determining
the presence of a quorum but will not
have any effect on the outcome of the
proposal.

Abstentions will have the effect of a
vote “against” the proposal. If your
Broker holds shares in your name, the
Broker, in the absence of voting
instructions from you, is entitled to
vote your shares on this proposal.

* This vote is advisory and not binding on the Company, the Company’s Board of Directors (the “Board”) or the
Compensation Committee of the Board (the “Compensation Committee”). However, the Board and the
Compensation Committee will review the voting results and take them into consideration when making future
decisions regarding the compensation of our named executive officers (who are identified in the “Summary

Compensation” table below).

What is the quorum requirement?

A quorum of stockholders is necessary to hold a valid meeting. A quorum will be present if stockholders
holding shares representing a majority of the combined voting power of the outstanding Class A common stock
and Class B common stock are present at the meeting in person or represented by proxy. On the Record Date,
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there were 206,882,958 shares of Class A common stock (one vote per share) outstanding and 53,660,000 shares
of Class B common stock (ten votes per share) outstanding, representing an aggregate of 743,482,958 potential
votes, thereby requiring holders of shares representing 371,741,480 votes to be present in person or by proxy to
have a quorum. Abstentions and broker non-votes are considered as shares present at the Annual Meeting for the
purpose of determining a quorum.

If there is no quorum, the Chairman of the meeting may adjourn the meeting to another date or time.

Householding

The SEC has adopted rules that permit companies and intermediaries (e.g., Brokers) to satisfy the delivery
requirements for the annual report to stockholders and proxy statement with respect to two or more stockholders
sharing the same address by delivering a single annual report to stockholders and proxy statement addressed to
those stockholders. This process, which is commonly referred to as “householding,” potentially means extra
convenience for stockholders and cost savings for companies.

This year, a number of Brokers with account holders who are Pendrell’s stockholders will be
“householding” our proxy materials. A single annual report to stockholders and proxy statement will be delivered
to multiple stockholders sharing an address unless contrary instructions have been received from the affected
stockholders. Once you have received notice from your Broker that it will be “householding” communications to
your address, “householding” will continue until you are notified otherwise or until you revoke your consent. If,
at any time, you no longer wish to participate in “householding” and would prefer to receive a separate annual
report to stockholders and proxy statement, please notify your Broker. Upon written or oral request, we will
promptly deliver a separate copy of the annual report to stockholders and proxy statement to a stockholder at a
shared address to which a single copy of the documents was delivered. Direct your written request to Pendrell
Corporation, 2300 Carillon Point, Kirkland, Washington 98033, Attn: Corporate Secretary. Stockholders who
currently receive multiple copies of the proxy statement at their addresses and would like to request
“householding” of their communications should contact their Brokers.

How can I find out the results of the voting at the Annual Meeting?

Preliminary voting results will be announced at the Annual Meeting. Final voting results will be published
in a Current Report on Form 8-K to be filed with the U.S. Securities and Exchange Commission (“SEC”) within
four business days after the conclusion of the meeting, or any postponement or adjournment of the meeting.
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VOTING SECURITIES AND PRINCIPAL HOLDERS

Security Ownership of Certain Beneficial Owners and Management

The following table sets forth certain information, as of September 20, 2012, as to shares of common stock
beneficially owned by: (i) each person who is known by us to own beneficially more than five percent of either
our Class A common stock or Class B common stock, (ii) each of our directors, (iii) each of our 2011 named
executive officers and (iv) all of our directors and executive officers as a group. The information provided in the
table is based on our records, information filed with the SEC and information furnished by the respective
individuals or entities, as the case may be.

Applicable percentage ownership is based on 206,882,958 shares of Class A common stock and 53,660,000
shares of Class B common stock outstanding at September 20, 2012.

In computing the number of shares of common stock beneficially owned by a person and the percentage
ownership of that person, we deemed outstanding shares of common stock that a person has the right to acquire
within 60 days of September 20, 2012. See footnote 7 for a description of these rights. We did not deem these
shares outstanding, however, for the purpose of computing the percentage ownership of any other person.

Shares Beneficially Owned(1)
Class A Common Stock  Class B Common Stock

Number of Number of
Shares Percent Shares Percent % Total
Beneficially of Beneficially of Voting
Name and Address of Beneficial Owner(2) Owned(7) Class Owned Class Power(3)
5% Stockholders
Eagle River Satellite Holdings, L1L.C and affiliates(4) 43,968,412 20.9% 44,360,000 82.7% 65.3%
James D. Dondero, Highland Capital Management, L.P.,
and affiliates(5) 52,679,362 25.5% — — 7.1%
Mente, LL.C.(6) 1,912,080 * 9300,000 173% 12.8%
Named Executive Officers
Benjamin G. Wolff 3,670,454 1.8% — — *
Thomas J. Neary 187,500 * — — *
Timothy P. Leybold — — — — *
R. Gerard Salemme 2,099,875 1.0% — — *
Joseph K. Siino 2,074,666 1.0% —_ — *
Timothy M. Dozois 202,500 * — — *
Directors (other than Mr. Wolff and Mr. Salemme
indicated above)
Richard P. Emerson 178,675 * — — *
Richard P. Fox 211,027 * — — *
Nicolas Kauser 179,690 * — — *
Craig O. McCaw(8) 44,336,821 21.1% 44,360,000 82.7% 65.3%
Stuart M. Sloan 170,530 * — — *
H. Brian Thompson 386,867 * — — *
All directors and executive officers as a group (11
persons) 53,496,105 25.0% 44,360,000 82 7% 66.2%

*  Less than one percent of the outstanding Class A or Class B common stock, respectively.
(1) We have determined beneficial ownership in accordance with the rules of the SEC. Except as indicated by
the footnotes below, we believe, based on the information furnished to us, that the persons and entities

named have sole voting and investment power with respect to all shares of common stock that they
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(6)

beneficially own. Holders of restricted shares have sole voting power, irrespective of whether the restricted
shares have vested. See the “Outstanding Equity Awards at 2011 Fiscal Year-End” table for information on
outstanding restricted stock awards that remain subject to vesting and forfeiture restrictions.

Unless otherwise indicated, the address of each beneficial owner indicated is c/o Pendrell Corporation, 2300
Carillon Point, Kirkland, Washington 98033.

Percentage total voting power represents voting power with respect to all shares of our Class A common
stock and Class B common stock, as a single class. Each holder of Class B common stock is entitled to ten
votes per share of Class B common stock and each holder of Class A common stock is entitled to one vote
per share of Class A common stock on all matters submitted to our stockholders for a vote. The Class A
common stock and Class B common stock vote together as a single class on all matters submitted to a vote
of our stockholders, except as may otherwise be required by law. The Class B common stock is convertible
at any time by the holder into shares of Class A common stock on a share-for-share basis.

Includes the 20,696,037 shares of Class A common stock beneficially owned by Eagle River Satellite
Holdings, LLC; 2,339,724 shares of Class A common stock held by Eagle River, Inc.; 17,932,651 shares of
Class A common stock held by Eagle River Partners, LLC; and 3,000,000 shares of Class A common stock
that may be acquired upon exercise of a warrant, as described in footnote 7 below. Mr. McCaw is the sole
manager and beneficial member of Eagle River Investments, LLC, which is the controlling member of Eagle
River Satellite Holdings, LLC, the controlling shareholder of Eagle River, Inc. and the manager and voting
member of Eagle River Partners, LLC. The address for Eagle River is 3000 Carillon Point, Kirkland,
Washington 98033.

Information based on Schedule 13D/A filed with the SEC on September 1, 2010 by Highland Capital
Management, L.P. (“Highland Capital”’) and Forms 4 filed with the SEC by Highland Capital prior to
September 20, 2012 and by James Dondero on March 22, 2010. Includes shares of Class A common stock
beneficially owned and/or held by or for the account of James D. Dondero, (including through family
trusts), Highland Capital, and Strand Advisors, Inc. Highland Capital serves as an investment adviser to, and
manages investment and trading accounts of, other persons and may be deemed, through investment
advisory contracts or otherwise, to beneficially own securities owned by other persons. Strand Advisors is
the general partner of Highland Capital and may be deemed to beneficially own securities owned by
Highland Capital. Mr. Dondero is the President and a director of Strand Advisors and may be deemed to
beneficially own securities owned by Strand Advisors. Mr. Dondero, Highland Capital and Strand Advisors
disclaim beneficial ownership of the securities covered on the Schedule 13D/A filed with the SEC on
September 1, 2010, except to the extent of any pecuniary interest therein. The address of Mr. Dondero and
Highland is Two Galleria Tower, 13455 Noel Road, Suite 800, Dallas, Texas 75240.

Based on its Schedule 13G/A filed with the SEC on February 14, 2011, wherein Mente, L.L.C. reported all
common stock held may be deemed to be beneficially owned by William H. Gates, III as the sole member of
Mente, L.L.C. The address of Mente, L.L.C. is 2365 Carillon Point, Kirkland, Washington 98033.
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(7) The number of shares of Class A common stock beneficially owned by our named executive officers and
directors includes (i) shares issuable upon the exercise of outstanding options held by such individuals that
are exercisable within 60 days of September 20, 2012, and (ii) shares issuable to certain directors as
compensation for services in the third quarter of 2012, as set forth in the table below. Grants of restricted

stock that are conditioned upon stockholder approval of the Pendrell Corporation 2012 Equity Incentive
Plan are not included.

Shares Issuable

Options as Director

Name Exercisable Compensation
Mr. Wolff 1,335,500 —
Mr. Neary 37,500 —
Mr. Salemme 1,070,000 —
Mr. Siino 354,166 —
Mr. Dozois 52,500 —
Mr. McCaw 277,500 —
Mr. Kauser 172,500 7,190
Mr. Thompson 357,500 8,628
Mr. Emerson 135,000 12,831
Mr. Fox 172,500 17,256
Mr. Sloan 122,500 14,601
Al directors and executive officers as a group 4,034,166 60,506

The number of shares beneficially owned by Eagle River Investments, LLC includes 3,000,000 shares of
Class A common stock that it may acquire upon exercise of a warrant at an exercise price of $0.01 per share,
which expires on December 12, 2012.

(8) Includes (i) 90,909 shares of Class A common stock held directly by Mr. McCaw and (ii) 43,968,412 shares
of Class A common stock and 44,360,000 shares of Class B common stock beneficially owned by Eagle
River Satellite Holdings, LLC and its affiliates. See footnote 4 above. Mr. McCaw is the sole manager and
beneficial member of Eagle River Investments, LLC, which is the controlling member of Eagle River
Satellite Holdings, LLC, the controlling shareholder of Eagle River, Inc. and the manager and voting
member of Eagle River Partners, LLC.
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Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Securities Exchange Act of 1934, as amended, requires our executive officers, directors
and ten percent stockholders to file reports of ownership and changes in ownership with the SEC. The same
persons are required to furnish us with copies of all Section 16(a) forms they file. Based solely on our review of
such forms furnished to us during the most recent fiscal year, we believe that all of our executive officers,
directors and ten percent stockholders complied with the applicable filing requirements.




PROPOSAL 1
ELECTION OF DIRECTORS

Nominees

Our Board proposes the election of eight directors of the Company, each to serve until the next annual
meeting of stockholders or until his successor is duly elected and qualified. All nominees have been
recommended by our Nominating and Governance Committee for nomination by our Board of Directors as
candidates for election as directors at the Annual Meeting, and all are currently serving as directors of the
Company. All nominees were elected by the stockholders at the 2011 annual meeting of stockholders.

Each person nominated for election as a director has agreed to serve if elected, and management has no
reason to believe that any nominee will be unavailable to serve. However, if any nominee is unable or declines to
serve as director at the time of the Annual Meeting, proxies will be voted for any nominee designated by the
Board to fill the vacancy. Unless otherwise instructed, the proxy holders will vote the proxies received by them
“FOR” the nominees named below.

Information Regarding the Nominees

The name and certain background information regarding each of our directors, as of the Record Date, are set
forth below. There are no family relationships among directors or executive officers of Pendrell. In addition to
the information presented below regarding each director’s specific experience, qualifications, attributes and skills

that led the Board of Directors to conclude that he is qualified to serve as a director of the Company, each of our _o"?

directors has demonstrated business acumen and an ability to exercise sound judgment, as well as a commitment x

to Pendrell and our Board of Directors as demonstrated by his past service. ‘;)
el

Name & Position Held with the Company ?:gl-

Richard P. Emerson 50 Director 3

Richard P. Fox 65 Director g

Nicolas Kauser 72 Director 3

Craig O. McCaw 63 Chairman of the Board of Directors

R. Gerard Salemme 58 Chief Strategy Officer and Executive Vice President; Director

Stuart M. Sloan 68 Director

H. Brian Thompson 73  Director

Benjamin G. Wolff 43  President, Chief Executive Officer and Director

Richard P. Emerson
Became Director: October 2010

Mr. Emerson has spent his entire career in investment banking and corporate finance. Most recently, from
2004 through 2008, he was Senior Managing Director of Evercore Partners Inc., a public investment banking
advisory firm. From 2000 through 2003, Mr. Emerson served as Senior Vice President for Microsoft
Corporation, a leading provider of software and technology solutions, reporting directly to the Chief Executive
Officer and serving on the executive leadership team, with responsibility for all acquisitions, investments and
corporate strategy. Mr. Emerson joined Microsoft from investment bank Lazard Ltd., where as a Senior
Managing Director, he advised telecom and technology clients on significant mergers, acquisitions and related
financial transactions from 1994 to 2000. Prior to Lazard, Mr. Emerson held senior roles with The Blackstone
Group and Morgan Stanley Smith Barney, both of which are financial services companies. Mr. Emerson
previously served on the board of directors of Clearwire Corporation, a leading provider of wireless broadband
services (“Clearwire”), from 2003 through 2008, where he also served on the Audit Committee.

9.
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Qualifications and Skills: With a career dedicated to corporate finance and mergers and acquisitions,
Mr. Emerson is well suited to assist the Company with future financing and investment opportunities. In
addition, in his role as a former member of the Audit Committee for Clearwire and the Board of Trustees of
California Academy of Science, he provides oversight and review of financial policy and reporting of the type
required of the Company’s Audit Committee. As such, the Board of Directors has appointed Mr. Emerson to
serve as a member of its Audit Committee.

Richard P. Fox
Became Director: October 2010

Since 2001, Mr. Fox has been an independent consultant with both public and private companies, and he
specializes in financial reporting. For more than 28 years, Mr. Fox served in various roles with Ernst & Young, a
major international accounting firm, including partner-in-charge of the audit department in Seattle from 1989
through 1995, and managing partner of Ernst & Young’s Seattle office from 1995 to 1997. Thereafter, he served
as Senior Vice President of PACCAR, Incorporated, a manufacturer of premium commercial vehicles, with
responsibility for the accounting, treasury, and information systems functions. In 1998, he joined Wall Data,
Incorporated, a developer of enterprise software products and associated application tools, as its Chief Financial
Officer and director, where he initiated a study of strategic alternatives that led to the sale of the company in
early 2000. Following the sale of Wall Data, Mr. Fox became President and Chief Operating Officer of
CyberSafe Corporation, a global security software provider, a role that he held until launching an independent
consulting practice in late 2001. Mr. Fox also served on the boards of directors and audit committees for
Shurgard Storage Centers, Inc., a self-storage company, from 2004 to 2006, aQuantive Inc., a digital marketing
service and technology company, from 2003 to 2007 and Orbitz Worldwide, Inc., a leading online travel
company, from March 2008 to April 2011. In August 2012, Mr. Fox joined the board of directors of Acxiom
Corporation, a marketing services and technology company, and he continues to serve on the boards of directors
and audit committees of Flow International Corporation, a manufacturer of ultrahigh-pressure waterjet
technology, and various private companies.

Qualifications and Skills: With more than 40 years of experience reviewing, auditing and implementing
financial systems and financing structures, Mr. Fox has the experience to assist the Company with its financial
planning and future investment opportunities. Moreover, his experience with financial reporting systems and
accounting functions qualifies him as an “audit committee financial expert,” as defined in the applicable rules of
the SEC and applicable NASDAQ listing standards. As such, the Board of Directors has appointed Mr. Fox to
serve as chair of the Audit Committee. The Board of Directors has also appointed Mr. Fox to serve as a member
of the Compensation Committee.

Nicolas Kauser
Became Director: December 2008 (also served from May 2000 through May 2004)

Mr. Kauser has spent over 40 years in the communications industry, including as President of Clearwire
International LLC, Chief Technology Officer of Clearwire, Executive Vice President and Chief Technology
Officer for AT&T Wireless Services, Inc. (formerly McCaw Cellular Communications, Inc.) and Senior Vice
President of Operations and Vice President of Engineering of Cantel, Inc. He also spent 20 years in Venezuela
where he first worked for the National Telephone Co. and subsequently co-founded two companies in the
communications industry. Mr. Kauser has served on the Board of Directors of TriQuint Semiconductor, Inc., a
provider of radio frequency solutions and technology, since 1999, where he also chairs the Nominating and
Governance Committee and serves on the Audit Committee. In 1998, Mr. Kauser received the prestigious Gold
Prize awarded by The Carnegie Mellon Institute and American Management Systems for excellence in the
application of information technology. In recognition of his contributions to the communications industry,

Mr. Kauser was inducted to the Wireless Hall of Fame in October 2011.

Qualifications and Skills: Mr. Kauser was a director with Pendrell from 2000 to 2004 and is familiar with
our operations and history. He has been involved in the technology industry for many years and has particular
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experience with communications companies. In addition, Mr. Kauser’s experience as a senior officer at
Clearwire and AT&T provides him with the management experience to assist in the oversight of our operations
and strategic objectives. He has served on the boards of directors of a number of companies, including TriQuint
Semiconductor, Inc. and various private companies. As such, the Board of Directors has appointed Mr. Kauser to
serve as Chair of the Nominating and Governance Committee.

Craig O. McCaw
Became Director: May 2000; Chairman of the Board since June 2011 (also served as Chairman from 2000 until 2009)

Since 1993, Mr. McCaw has been Chairman, Chief Executive Officer, and the beneficial member of the
Eagle River group of investment companies which focus on strategic investments in the telecommunications
industry. Mr. McCaw served as a director and Chairman of DBSD North America, Inc., a satellite
communications company, from 2005 to 2008. Mr. McCaw founded Clearwire in 2003 and served as its
Chairman of the board of directors from 2003 to December 2010. Mr. McCaw was a director of Nextel
Communications, Inc., a wireless service provider that was acquired by Sprint Corporation in 2005, from 1995
until 2003, and a director of XO Communications, Inc., a communications network services provider formerly
known as NEXTLINK Communications, Inc. (“X0”), from 1997 until 2002. From 1994 to 1997, he was also
XO’s Chief Executive Officer. From 1974 to 1994, Mr. McCaw served as Chairman and Chief Executive Officer
of McCaw Cellular Communications, Inc., which he built into the nation’s leading provider of cellular services in
more than 100 U.S. cities, until the company was sold to AT&T in 1994.

Qualifications and Skills: Mr. McCaw brings to our Board of Directors demonstrated leadership skills and
operating experience, including those acquired during more than 30 years of serving as a senior executive and
director of Clearwire, X0, Nextel and McCaw Cellular Communications. As a former director of public and
private companies in the telecommunications industry, Mr. McCaw also brings to the Company broad-based
business experience and financial acumen.

R. Gerard Salemme
Became Director: June 2010 (also served from May 2002 through December 2008)

Mr. Salemme has served as our Chief Strategy Officer and Executive Vice President since March 2011.
Mr. Salemme has 30 years of experience in business and government, having served as a senior leader for
strategy and business development for public corporations and private investment firms. As an executive with
Craig McCaw from 1997 until July 2011 in Eagle River, a private investment firm, Mr. Salemme was a founding
shareholder of Clearwire and a senior executive at XO. At Clearwire, Mr. Salemme was an Executive Vice
President responsible for transactions valued at over $10 billion that resulted in Clearwire becoming the largest
holder of spectrum in the United States and a leader in the wireless broadband industry. Prior to his work with
Clearwire, Mr. Salemme served as an executive at AT&T and McCaw Cellular Communications. He also held
the position of Senior Telecommunications Policy Analyst for the U.S. House of Representatives Subcommittee
on Telecommunications and Finance (1987-1991) and served as Chief of Staff to Congressman Ed Markey of
Massachusetts (1976-1984). From 1982-1984, he taught Economics at the University of Massachusetts, Salem
and held key management positions in national political campaigns.
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Qualifications and Skills: Mr. Salemme brings to our Board of Directors significant experience in business
and government, including experience gained as a senior executive officer with Clearwire, XO and AT&T, which
provides him with the management experience to assist in the oversight of our operations and strategic
objectives. He is familiar with our operations and history, having served on our Board of Directors from 2002 to
2008. He has also served on the boards of directors of a number of private companies.

Stuart M. Sloan
Became Director: October 2010

Since 1994, Mr. Sloan has been a principal of Sloan Capital Companies LLC, a private investment company
that serves as general partner in the redevelopment of University Village, a nationally recognized regional center
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for upscale shopping in Seattle, Washington. From 1986 through 1999, Mr. Sloan was an owner and executive
officer of Quality Food Centers, Inc., a grocery retailer (“QFC”), which was acquired by The Fred Meyer Co. in
1997. Prior to QFC, from 1967 until 1984, Mr. Sloan owned in part and operated Schuck’s Auto Supply, Inc., a
retail provider of automotive maintenance and repair products that was sold to Pay ‘n Save Corp in 1984.

Mr. Sloan currently serves as a director of Anixter International, Inc., a global distributor of communications and
security products, electrical and electronic wire and cable, fasteners and other small parts. From 2003 until
March 2011, Mr. Sloan served as a director of J. Crew Group, Inc., an apparel retailer. He also serves on the
board of directors of The Ohio State University Medical Center and is active, both personally and through his
private foundation, in numerous civic, cultural, educational and other philanthropic activities.

Qualifications and Skills: Mr. Sloan’s extensive management experience, along with his service on
numerous boards of directors, provides him with the experience to assist in the oversight of our operations and
strategic objectives. For this reason, the Board of Directors has appointed Mr. Sloan to serve as a member of the
Nominating and Governance Committee. His direct involvement, over the span of decades, with management,
personnel management and employee incentives makes him particularly well suited to assist with compensation
issues and other human resource matters. As such, the Board of Directors has appointed Mr. Sloan to serve as a
member of the Compensation Committee.

H. Brian Thompson
Became Director: May 2007

Since 2006, Mr. Thompson has been Executive Chairman of Global Telecom & Technology, a global
telecommunications carrier and network integrator. Mr. Thompson continues to head his own private equity
investment and advisory firm, Universal Telecommunications, Inc. From 2002 to 2007, Mr. Thompson was
Chairman of Comsat International, one of the largest independent telecommunications operators serving all of
Latin America. Mr. Thompson was Chairman and Chief Executive Officer of LCI International, Inc. a
telecommunications company, from 1991 until its merger with Qwest Communications International Inc. in June
1998. Mr. Thompson became Vice Chairman of the board of directors for Qwest until his resignation in
December 1998. Mr. Thompson previously served as Executive Vice President of MCI Communications
Corporation, a telecommunications company, from 1981 to 1990, and prior to MCI was a management consultant
with McKinsey & Company, a global management consulting firm, where he specialized in the management of
telecommunications. He currently serves as a member of the board of directors of Axcelis Technologies, Inc., a
provider of solutions for the semiconductor industry, Penske Automotive Group, an international automotive
retailer, and Sonus Networks, Inc., a provider of IP network solutions. He serves as a member of the Irish Prime
Minister’s Ireland-America Economic Advisory Board, and from January-March 1999, he served as
Non-Executive Chairman of Telecom Eireann, Ireland’s incumbent telephone company. Mr. Thompson received
his M.B.A. from Harvard’s Graduate School of Business and holds an undergraduate degree in chemical
engineering from the University of Massachusetts.

Qualifications and Skills: Mr. Thompson brings to our Board of Directors significant experience in the
telecommunications industry, including experience as an Executive Chairman at Global Telecom & Technology
and Chairman at Comsat International. His executive officer experience at LCI International and MCI
Communications Corporation provides him with the management experience to assist in the oversight of our
operations and strategic objectives. He has served on the board of directors of a number of companies, including
Axcelis Technologies, Inc. and Sonus Networks, Inc. As such, the Board of Directors has appointed
Mr. Thompson to serve as chair of the Compensation Committee.

Benjamin G. Wolff
Became Director: December 2009 (also served as Chairman from December 2009 to June 2011 and as a
director from 2005 to 2008)

Mr. Wolff has served as our President and Chief Executive Officer since January 2010. Mr. Wolff was a
co-founder of Clearwire, where he served in a variety of capacities, including as a member of the board of
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directors, Executive Vice President, President, Co- Chief Executive Officer, Chief Executive Officer and finally
Co-Chairman, a position he held until March 2009. Mr. Wolff again served on the Clearwire board of directors as
the designated representative of Eagle River from January 2011 until October 2011. Mr. Wolff also served as the
President of Eagle River from 2004 until July 2011, a position from which he resigned in connection with his
full-time engagement with the Company. He continues to serve on the Boards of Directors of some of Eagle
River’s privately held portfolio companies. From 1994 to 2004, Mr. Wolff was a lawyer with Davis Wright
Tremaine LLP, a national law firm, where he became a partner in 1998. Mr. Wolff’s practice focused on mergers
and acquisitions, corporate finance, intellectual property licensing, and strategic alliance transactions. He also
co-chaired the firm’s Business Transactions department and served on the firm’s Executive Committee.

Qualifications and Skills: Mr. Wolff brings to our Board of Directors extensive senior management, finance,
legal and industry experience, in addition to having served on our Board of Directors from 2005 to 2008 and
since December 2009. In particular, having served as our President, Chief Executive Officer and Chairman, and
previously as Co-Chairman and Chief Executive Officer of Clearwire, Mr. Wolff possesses the operational,
financial, strategic and governance experience needed to make significant contributions to our Board of
Directors.

The Board of Directors recommends a vote “FOR?” each director nominee.

-13-



DIRECTOR COMPENSATION

Overview of Director Compensation Program
Compensation Earned by Non-Employee Directors During the First Half of 2011

Pursuant to the Board of Directors Compensation Policy in effect during the first half of 2011, each director
determined to be independent within the meaning of the applicable NASDAAQ listing standards received an
annual retainer of $30,000, payable in quarterly installments of $7,500. Our directors did not receive any
additional fees for their committee service or number of meetings attended.

Compensation Earned by Non-Employee Directors During the Second Half of 2011

During the second half of 2011, a new Board of Directors Compensation Policy (the “2011 Policy”) was
adopted which provides for (i) an annual retainer of $250,000, paid annually, to the Chairman of our Board of
Directors, (ii) an annual retainer for Board service, paid quarterly, to each of our independent directors (other
than the Chairman of the Board of Directors), and (iii) an additional retainer for committee service, paid
quarterly, to each of our independent directors serving on a committee (other than the Chairman of the Board), as
follows:

Annual
Board of Directors and Committee Service Retainer
Chairman of the Board of Directors $250,000
Independent Director $ 50,000
Audit Committee Chair $ 20,000
Compensation Committee Chair $ 20,000
Nominating and Governance Committee Chair $ 15,000*
Audit Committee Member (non-Chair) $ 8,000
Compensation Committee Member (non-Chair) $ 8,000

Nominating and Governance Committee Member (non-Chair) $ 8,000*

* Fees for Nominating and Governance Committee Chair and Members approved in February 2012 for their
service period commencing January 1, 2012.

The annual retainer earned by our independent directors is paid in four equal quarterly installments on or
about the first day of July, October, January and April to those directors who served on our Board of Directors
through the end of the applicable period. Non-employee directors are also reimbursed for reasonable travel and
accommodation expenses incurred in connection with Company business.

The 2011 Policy also provides for the grant of stock options to our independent directors under the terms of
the Company’s 2000 Stock Incentive Plan, as amended and restated (the “2000 Plan™). At the time of their
election to the Board of Directors, all independent directors receive an initial option to purchase 75,000 shares of
Class A common stock that vests over four equal annual instaliments. In addition, all independent directors
receive an annual option to purchase 60,000 shares of Class A common stock on October 1 of each year that fully
vests on the one-year anniversary of the grant date. All options granted have an exercise price equal to the fair
market value of our Class A common stock on the grant date, have a term of ten years, and fully accelerate in
connection with a change in control if they are not assumed or substituted by the successor company.

To further align the interests of our directors with the interests of our stockholders, commencing July 1,
2011, our non-employee directors may elect to receive all or part of their director fees in the form of Class A
common stock. The number of shares issued is equal to the amount of the fee to be paid in stock divided by the
fair market value of a share of Class A common stock (the closing price of our stock as reported on NASDAQ)
on the final business day of the quarter for which payment is earned. Only whole numbers of shares of Class A
common stock are issued; fractional shares are paid in cash.
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Director Compensation for 2011

The table below sets forth certain information regarding the compensation earned by, or awarded to, each
non-employee director who served on our Board of Directors in 2011. During 2011, Messrs. Wolff and Salemme
were employees of Pendrell, and therefore they did not receive additional compensation for their services as
directors of the Company in 2011. We also reimburse directors for reasonable travel and accommodation
expenses incurred in connection with Company business, the values of which are not included in the table below.

Fees Earned Option

or Paid in Awards

Name Cash(1) 3)4) Total

Richard P. Emerson $ 44,000 $66,000 $110,000
Richard P. Fox $ 54,000 $66,000 $120,000
Nicolas Kauser(5)(6) $ 12,500 $66,000 $ 78,500
Craig O. McCaw(6) $250,000 $ — $250,000
Stuart M. Sloan $ 44,000 $66,000 $110,000
H. Brian Thompson $ 54,000  $66,000 $120,000
Barry L.. Rowan(7) $ 15000 $ — $ 15,000

(1) Director fees were paid at the end of the quarter for which services were provided. As noted above,
beginning with third quarter of 2011, directors may elect to receive all, or a portion of, their cash
compensation in the form of stock. The amounts in the “Fees Earned or Paid in Cash” column represent the
amounts paid to directors in cash, unless otherwise indicated, as follows:

Fees Earned or Paid in Cash

Stock in o
Lieu . X
Fees Paid of Cash Value of Stock g .
Name in Cash #) (2) Total N
Richard P. Emerson $15000 12,108  $ 29,000  $ 44,000 @2
Richard P. Fox $34,000 8350  $ 20,000 $ 54,000 B
Craig O. McCaw $ — 90909  $250,000  $250,000 . g
Stuart M. Sloan $15,000 12,108  $ 29,000 $ 44,000 3
H. Brian Thompson $34,502 8,141  $ 19498  $ 54,000 2

(2) The “Value of Stock” column reflects the value of the stock issued in lieu of cash based on the closing
market value of our common stock on the last trading day of the quarter in which the fees were earned.

(3)  Amounts reported reflect the grant date fair value of each stock option granted during 2011 computed in accordance
with ASC 718, excluding estimated forfeitures. See Note 8 to our consolidated financial statements in our Annual
Report on Form 10-K for the fiscal year ended December 31, 2011, for the assumptions underlying the grant date
fair value. The amounts reported do not reflect the compensation actually received by the directors. There can be no
assurance that stock options will be exercised (in which case no value will be realized by the individual) or that the
value on vesting of exercise will approximate the compensation expense recognized by the Company.

(4) The aggregate number of stock option awards outstanding held by each director (representing unexercised
stock options, both vested and unvested) at December 31, 2011, is as follows:

Number of Shares Subject

to Outstanding
Name Option Awards
Richard P. Emerson 210,000
Richard P. Fox 285,000
Nicolas Kauser 220,000
Craig O. McCaw 300,000
Stuart M. Sloan 185,000
H. Brian Thompson 380,000
Barry L. Rowan(6) 375,000
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Mr. Kauser did not receive director fees until the fourth quarter of 2011, when the Board of Directors
determined that he was independent under applicable NASDAQ listing standards.

Although Mr. McCaw and Mr. Kauser did not begin receiving director fees until the third and fourth
quarter, respectively, of 2011, the Company’s advisory services agreement with Eagle River was in effect
until July 2011. This agreement required (i) payment of an annual fee of $500,000 in quarterly installments
in stock or cash, and (ii) reimbursement of out-of-pocket expenses. The Company elected to make all
quarterly payments in Class A common stock, and total payments for the year ended December 31, 2011
consisted of 105,595 shares of Class A common stock and $100,000 in reimbursable expenses.

Mr. Rowan did not stand for re-election to the Board of Directors at our 2011 annual meeting of
stockholders. The amount reported in the “Fees Earned or Paid in Cash” column reflects compensation
earned for a partial year of service. Mr. Rowan did not receive any option awards during 2011. Upon

Mr. Rowan’s departure from the Board, the Compensation Committee approved the continued vesting of his
outstanding option awards for a period of two years following the date he ceased providing services as a
director.
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CORPORATE GOVERNANCE

Controlled Company

Eagle River controls approximately 65.2% of the voting power of our outstanding common stock as of
September 20, 2012. As a result, we are a “controlled company” within the meaning of the NASDAQ Stock
Market (“NASDAQ”) corporate governance rules and, as such, need not comply with certain NASDAQ
corporate governance requirements, including (1) the requirement that a majority of the board of directors consist
of independent directors, (2) the requirement that the compensation of officers be determined, or recommended
to the board of directors for determination, by a majority of the independent directors or a compensation
committee comprised solely of independent directors, and (3) the requirement that director nominees be selected,
or recommended for the board of directors’ selection, by a majority of the independent directors or a nominating
committee comprised solely of independent directors with a written charter or board resolution addressing the
nomination process. We do not currently rely on any of these exemptions, but reserve the right to do so in the
future. If we choose to do so, our stockholders may not have the same protections afforded to stockholders of
companies that are subject to all of the NASDAQ corporate governance requirements.

Nomination Process

In December 2011, the Board of Directors established a Nominating and Governance Committee comprised
solely of independent directors and adopted a corresponding charter. For the Annual Meeting, the Nominating
and Governance Committee recommended that the Board of Directors nominate the Company’s existing
directors for re-election. In addition to nominations by the Board of Directors, stockholders may nominate
directors or recommend nominees to the Board of Directors in a manner provided by Delaware law and by the
Company’s Bylaws. During the year ended December 31, 2011, there were no changes to the procedures by
which stockholders may nominate directors or recommend nominees to our Board of Directors.

Independence of the Board of Directors

Messrs. Emerson, Fox, Kauser, Sloan and Thompson are independent directors within the meaning of the
NASDAQ listing standards. As such, a majority of the Company’s directors are currently independent, as are all
members of the company’s Audit Committee, Compensation Committee and Nominating and Governance
Committee. Members of the Audit Committee also satisfy a separate independence requirement pursuant to the
Securities Exchange Act of 1934 which requires that they may not accept directly or indirectly any consulting,
advisory or other compensatory fee from us or any of our subsidiaries other than their compensation for service
as a director, or be an affiliated person of ours or any of our subsidiaries.

Each year, our directors are obligated to complete a questionnaire which requires them to disclose any
transactions with us in which the director or any member of his or her immediate family might have a direct or
potential conflict of interest. Based on its analysis of the responses, the Board determined that all directors,
except for Mr. Wolff and Mr. Salemme due to their employment relationship with the Company, and Mr. McCaw
due to his ownership of Eagle River, are independent under its guidelines and free from any relationship that
would interfere with the exercise of their independent judgment.

Board Leadership

Mr. Wolff, our President and CEOQ, served as our Chairman until June 2011, at which time the Board
appointed Mr. McCaw as Chairman of the Board of Directors, thereby providing non-executive oversight of
Board activities. The Board believes that this leadership structure adheres to the Company’s commitment to
monitor and oversee the Company’s compliance with sound principles of corporate governance, consistent with
applicable laws and best practices.

The non-executive Chairman serves as the principal representative of the Board and presides at all meetings
of the Board.
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Code of Conduct and Ethics

The Company has adopted a Code of Conduct and Ethics that applies to all officers, directors and
employees. The Code of Conduct and Ethics is available on the Company’s website located at
www.pendrell.com, by clicking on “Investor Relations” and then “Corporate Governance.” If the Company
makes any substantive amendments to the Code of Conduct and Ethics or grants any waiver from a provision of
the Code of Conduct and Ethics to any executive officer or director, the Company will promptly disclose the
nature of the amendment or waiver on its website.

Role in Risk Oversight

The Board of Directors has an active role, as a whole and also at the committee level, in formulating risk
management policies and risk oversight policies and in overseeing management of the Company’s risks. The
Board of Directors regularly reviews information regarding the Company’s liquidity and operations, as well as
the risks associated with each. The Compensation Committee oversees the management of risks related to the
Company’s executive compensation plans and arrangements. The Audit Committee oversees the management of
financial risks and enterprise risks. The chairmen of these committees regularly inform the entire Board of
Directors of the conclusions and results of such risk management functions. Our management team is charged
with implementing risk management policies that are established by our Board of Directors and with managing
our risk profile on a daily basis.

Policy Regarding Director Attendance at Annual Meetings of Stockholders

We have a policy that at least one member of our Board of Directors will attend each annual meeting of
stockholders, and all directors are encouraged to attend such meetings. We will reimburse directors for
reasonable expenses incurred in attending annual meetings of stockholders. Seven directors attended the annual
meeting of stockholders held on June 14, 2011.

Board Committees and Meetings

During fiscal year 2011, the Board of Directors had two principal committees — the Audit Committee and
the Compensation Committee. In December 2011, the Board of Directors established a Nominating and
Governance Committee. These committees carry out certain responsibilities as identified in their respective
charters, which have been adopted by the respective committees and by the Board. All of the members of the
Audit Committee, the Compensation Committee and the Nominating and Governance Committee are
“independent” under NASDAQ listing requirements. The charters of the current committees can be reviewed on
our website at www.pendrell.com, by clicking on “Investor Relations” and then “Corporate Governance” and are
also available free of charge in print to any stockholder who requests them.

During fiscal year 2011, the Board of Directors met seven times and took action by unanimous written
consent on three other occasions. During fiscal year 2011, each director attended, in the aggregate, more than
75% of the Board meetings and meetings of the Board committees on which the director served.

The following table provides membership information for the Board and each of the committees.

Name(1) Board of Directors Audit Compensation Nominating(2)
Richard P. Emerson X X

Richard P. Fox X Chair X

Nicolas Kauser X Chair
Craig O. McCaw(3) Chair

R. Gerard Salemme X
Stuart M. Sloan X
H. Brian Thompson X X Chair
Benjamin G. Wolff(4) X
Number of Meetings in Fiscal Year 2011 7
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(1) Barry L. Rowan also served on our Board and as a member of the Audit Committee until our 2011 annual
meeting of stockholders, when he did not stand for re-election as a director.

(2) No meetings of the Nominating and Governance Committee were held in fiscal year 2011, as this committee
was formed in December 2011.

(3) Mr. McCaw was elected Chairman of the Board in June 2011.

(4) Mr. Wolff served as Chairman of the Board until June 2011.

Information about the principal responsibilities of these committees appears below.

Audit Committee

The Audit Committee: (i) evaluates the performance of and assesses the qualifications and independence of
the independent auditor; (ii) determines and approves the engagement of the independent auditor; (iii) determines
whether to retain or terminate the existing independent auditor or to appoint and engage a new independent
auditor; (iv) reviews and approves the retention of the independent auditor to perform any proposed permissible
non-audit services; (v) reviews and evaluates the qualifications, performance and independence of the lead audit
partner of the independent auditor and assures the regular rotation of the lead audit partner, reviewing partner and
other audit engagement team partners of the independent auditor as required by law; (vi) reviews and approves or
rejects transactions between the company and any related persons; (vii) confers with management and the
independent auditor regarding the effectiveness of internal controls over financial reporting; (viii) establishes
procedures, as required under applicable law, for the receipt, retention and treatment of complaints received by
the Company regarding accounting, internal accounting controls or auditing matters and the confidential and
anonymous submissions by employees of concerns regarding questionable accounting or auditing matters;

(ix) meets to review the Company’s annual audited financial statements and quarterly financial statements with
management and the independent auditor, including reviewing the company’s disclosures under “Management’s
Discussion and Analysis of Financial Condition and Results of Operations™ and discusses, as appropriate, any
major issues as to the adequacy of the company’s internal controls and the adequacy of disclosures about changes
in internal control over financial reporting; (x) annually reviews the terms of the directors and executive officers
insurance coverage and approves the terms prior to the renewal of the policy; (xi) reviews and assesses the
adequacy of the Company’s investment policy and recommends any proposed changes to the Board of Directors;
(xii) ensures the company maintains an internal audit capability, at least annually evaluates the performance of
the company’s internal audit capability, and discusses with the independent auditor and management the internal
audit capabilities responsibilities, budget and staffing and any recommended changes in the planned scope of the
internal audit; and (xiii) has such other authority, duties and responsibilities as the Board of Directors delegates
to the Audit Committee.

During fiscal year 2011, the Audit Committee met five times and took action by unanimous written consent
on two other occasions.

The Board of Directors has determined that each member of the Audit Committee is independent under the
independence requirements of NASDAQ and the SEC. In addition, the Board of Directors has determined that
Richard P. Fox qualifies as an Audit Committee “financial expert” as defined by the SEC rules. The background
and experience of Mr. Fox is set forth above in “Proposal 1 — Election of Directors.”

Compensation Committee

The Compensation Committee: (i) acts on behalf of the Board of Directors in fulfilling the Board’s
responsibilities to oversee the Company’s compensation policies, plans and programs; (ii) reviews and
determines the compensation to be paid to the Company’s executive officers and directors; (iii) reviews the
Compensation Discussion and Analysis (“CD&A”) with management and makes a recommendation as to
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whether the CD&A should be included in the Company’s annual report and/or proxy statement; (iv) prepares and
reviews the Compensation Committee report included in the Company’s annual proxy statement in accordance
with applicable rules and regulations of the SEC in effect from time to time; and (v) performs such other
functions as may be deemed necessary or convenient in the efficient and lawful discharge of the foregoing. The
Compensation Committee charter grants the Compensation Committee members full access to all books, records,
facilities and personnel of the Company, as well as the authority to obtain, at the expense of the Company, advice
and assistance from internal and external legal, accounting or other advisors and consultants and other external
resources that the Compensation Committee considers necessary or appropriate in the performance of its duties.
In particular, the Compensation Committee has the authority to retain compensation consultants to assist in its
evaluation of executive and director compensation, including the authority to approve the consultants’ reasonable
fees and other retention terms.

During fiscal year 2011, the Compensation Committee met ten times and took action by unanimous written
consent on three other occasions.

No member of the Compensation Committee is, or was during 2011, an officer or employee of Pendrell, and
none of the Company’s executive officers serves, or during 2011 served, as a member of a compensation
committee (or other board committee performing equivalent functions) of any entity that has one or more
executive officers serving as a member of the Company’s Compensation Committee. No member of the
Compensation Committee is a former officer of the Company, nor does any executive officer of the Company
serve as a director of any entity that is in any manner affiliated with a member of the Compensation Committee.

Nominating and Governance Committee

The Nominating and Governance Committee: (i) develops qualification criteria for selecting director
candidates; (ii) identifies and screens potential director candidates; (iii) consults with the Board regarding
potential director candidates; (iv) after consultation with the Board Chair, recommends to the Board nominees for
election or re-election at each annual stockholder meeting, or to fill Board vacancies; (v) periodically reviews
and makes recommendations to the Board regarding the Company’s charter or bylaws, or the governing
documents of Company subsidiaries; (vi) establishes procedures for, and periodically conducts performance
evaluations of Board members and members of Board committees; (vii) identifies, monitors and evaluates
emerging corporate governance issues and trends and makes related recommendations to the Board as
appropriate; (viii) monitors compliance with the Company’s Code of Conduct and Ethics; (ix) periodically
reviews and assesses the adequacy of the committee’s charter; and (vii) performs such other duties and fulfills
such other responsibilities as the Board delegates to the Nominating and Governance Committee from time to
time.

All members of the Nominating and Governance Committee are independent under the independence
requirements of NASDAQ and the SEC.

Stockholder Communications with the Board of Directors

Stockholders may communicate directly with the Board of Directors through the Investor Relations page on
the Company’s website. Stockholders may also contact the Vice President Investor and Public Relations directly.
The Company believes these communication channels provide for the views of its stockholders to be heard by the
Board of Directors or individual directors, as applicable, and that appropriate responses are provided to
stockholders in a timely manner. Stockholders may submit questions to the Board of Directors by going to the
Investor Relations section of the Company’s website at www.pendrell.com, by clicking on “Investor Relations”
and then “Corporate Governance” or by writing to Board of Directors, Pendrell Corporation, c/o General Counsel
and Corporate Secretary, 2300 Carillon Point, Kirkland, Washington 98033.
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PROPOSAL 2

APPROVAL OF AN ADVISORY (NON-BINDING) RESOLUTION ON EXECUTIVE
COMPENSATION

Under the Dodd-Frank Wall Street Reform and Consumer Protection Act, the Company is required to
periodically conduct a non-binding advisory vote on the compensation of its named executive officers. This
proposal, commonly known as a “say-on-pay” proposal, gives stockholders the opportunity to endorse or not
endorse the compensation of the Company’s named executive officers. At the Company’s 2011 annual meeting
of stockholders, the Company’s stockholders voted on the frequency of future advisory “say on pay” votes and
agreed with the Company’s recommendation that such “say on pay” votes be conducted annually. At the Annual
Meeting, an advisory (non-binding) stockholder resolution to approve the compensation of our named executive
officers as disclosed in this proxy statement will be presented to the Company’s stockholders for consideration as
follows:

RESOLVED, that the stockholders of the Company approve, on an advisory (non-binding) basis, the
compensation of the Company’s named executive officers, as disclosed in the Compensation Discussion and
Analysis, the compensation tables and related material in the proxy statement for the Company’s 2012
Annual Meeting of Stockholders.

This vote will not be binding on our Board of Directors or Compensation Committee and may not be
construed as overruling a decision by the Board of Directors or Compensation Committee or create or imply any
additional fiduciary duty. It will also not affect any compensation paid or awarded to any executive officer. The
Board of Directors and the Compensation Committee may, however, take into account the outcome of the vote
when considering future executive compensation arrangements.

The purpose of our compensation policies and procedures is to attract and retain experienced, highly
qualified executives critical to our long-term success and enhancement of stockholder value. We believe that our
compensation policies and procedures are strongly aligned with the long-term interests of our stockholders. As
discussed in the Compensation Discussion and Analysis, the Board of Directors and Compensation Committee
believe that the executive compensation for 2011 is reasonable and appropriate, is justified by the Company’s
performance and is the result of a carefully considered approach.
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The Board of Directors recommends that you vote “FOR” the approval of
the advisory (non-binding) resolution on executive compensation.
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EXECUTIVE OFFICERS

The following is a list of the names and ages of our current executive officers, indicating all positions and
offices held by each such person and each such person’s business experience during at least the past five years.
All such persons have been elected to serve until their successors are elected and qualified or until their earlier
resignation or removal.

Name ﬁ Position Held with the Company

Benjamin G. Wolff 43 Director; President and Chief Executive Officer

Thomas J. Neary 53  Vice President and Chief Financial Officer

Robert S. Jaffe 66 Vice President, General Counsel and Corporate Secretary

R. Gerard Salemme 58 Director; Executive Vice President and Chief Strategy Officer
Joseph K. Siino 49  Chief IP Officer

Set forth below is certain additional information concerning the persons listed above (other than information
concerning Mr. Wolff and Mr. Salemme, which has been provided above in Proposal 1, “Election of Directors.”

Thomas J. Neary

Mr. Neary has served as our Vice President and Chief Financial Officer since July 2011. From January 2009
to December 2010, Mr. Neary served as Chief Financial Officer and Chief Operating Officer for Coast Crane
Corporation, a company specializing in the sales, rental and services of construction cranes. From 2007 to
January 2009, Mr. Neary served as a Chief Financial Officer consultant at CFO Selections, a provider of
financial management consulting services. From 2005 to 2007, Mr. Neary served as Chief Financial Officer for
Marketrange Corporation, the parent corporation of PerfectMatch.com, a subscription-based online lifestyle
community. From 1992 to 2005, Mr. Neary served in various finance, operations, marketing, business
development, and international roles for Microsoft Corporation.

Robert S. Jaffe

Mr. Jaffe has served as our Vice President, General Counsel and Corporate Secretary since June 20,
2012. Mr. Jaffe’s career spans nearly 40 years as an attorney. In August 2011, Mr. Jaffe retired from K&L Gates,
an international law firm, following 25 years with the firm and its predecessor firm, Preston Gates & Ellis, where
his practice focused on corporate governance and on mergers, acquisitions, reorganizations and financing
transactions. His technology practice included the formation and financing of start-up companies and the
acquisition and protection of intellectual property rights. Mr. Jaffe currently serves on the boards of directors of
Flow International Corporation, a manufacturer of ultrahigh-pressure waterjet technology, and Cascadia Capital
LLC, an independent investment bank. Mr. Jaffe was named a Washington Law & Politics Super Lawyer in 2003
and in 2005-2011, and was recognized by Best Lawyers 2007-2011. He holds a J.D. from the University of
Washington School of Law, Order of the Coif and a B.A. from the University of Washington.

Joseph K. Siino

Mr. Siino was appointed our Chief IP Officer in June 2011, following Pendrell’s acquisition of Ovidian
Group, LLC, an IP services company which Mr. Siino founded in March 2009 and thereafter served as its Chief
Executive Officer. Prior to founding Ovidian, Mr. Siino served as Senior Vice President of Intellectual Property
of Yahoo!, a digital media company, from 2005 to February 2009. Before joining Yahoo!, Mr. Siino was a
partner at Brobeck, Phleger & Harrison, where he led the IP strategy and technology transactions practice.
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EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

This compensation discussion and analysis provides information regarding the compensation program for
our “named executive officers.” Our named executive officers for 2011 were Mr. Wolff, our Chief Executive
Officer; Mr. Neary, our Chief Financial Officer; Mr. Leybold, our former interim Chief Financial Officer; and
Mr. Salemme, Mr. Siino and Mr. Dozois, our three other most highly compensated executive officers. This
section includes information regarding the overall objectives of our compensation program and each element of
compensation that we provide. This compensation discussion and analysis is limited to a discussion of
compensation and other benefits earned by the named executive officers for their performance in fiscal year
2011.

Overview of Executive Compensation Program
Compensation Philosophy and Objectives

Pendrell believes that the skill, talent, judgment and dedication of its executive officers are critical factors
affecting the long-term value of our Company. Therefore, the primary goals for our executive compensation
program are to attract and retain qualified executives who are well suited to lead the Company as it evolves and
that are able to contribute to our long-term success, induce performance consistent with clearly defined corporate
and individual performance goals, and align our executives’ long-term interests with those of our stockholders.
We believe our executive compensation program provides a solid framework for implementing and maintaining a
balanced approach to compensation, has been instrumental in helping us accomplish our business objectives, and
is strongly aligned with the long-term interests of our stockholders. In more detail, our compensation program is
designed to:

* provide effective Board of Directors and Compensation Committee oversight;
* avoid rigid or formulaic incentives that could create unintended consequences;

* offer compensation to attract, retain and develop individuals with the leadership abilities and skills to
successfully execute our business strategy and build long-term stockholder value;

* encourage and reward outstanding initiative, achievement and teamwork;
* motivate individuals to perform at their highest level;

* provide compensation and incentive packages to our executives that are competitive with our current
and anticipated peer companies;

* emphasize performance-based pay that aligns incentives with the strategic objectives of the Company;
and

* provide a meaningful ownership stake in the Company to appropriately align executive interests with
stockholder interests.
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Elements of Compensation

Our executive compensation program consists of the following primary elements: base salary, annual cash
bonuses and equity-based compensation awards. Each element is designed to achieve one or more of our

Company’s performance, retention and alignment goals as described below.

Compensation Element

Base Salary

Annual Cash Bonuses

Long-term Equity Incentives
(options and stock awards)

Addressing Risk-Taking

Designed to Reward

Executive officer’s experience,
responsibilities, and contributions to
the Company

Achievement of discretionary
corporate and individual
performance goals

Increased stockholder value through
achievement of long-term strategic
goals such as revenue growth, return
on invested capital and stock price
appreciation

Relationship to Compensation Philosophy

Attract and retain talented executives
through competitive pay programs

Motivate executives to achieve and
exceed annual business and personal
objectives

Align executive and stockholder
interests to optimize stockholder
return; motivate executives to
achieve and exceed business
objectives

We recognize that incentive-based compensation arrangements may encourage risk-taking by senior
management. For this reason, the Compensation Committee regularly assesses our executive compensation
program to ensure that our executives’ incentive compensation and performance-based compensation does not
encourage excessive risk-taking. The Compensation Committee manages this concern by monitoring compliance
with our code of ethics, structuring executives’ pay to include both fixed and variable compensation, and
retaining broad discretion over the award of annual cash bonuses. Through application of these checks and
balances, the Compensation Committee has determined that our compensation arrangements do not lend
themselves to unnecessary or excessive risk-taking.

Executive Compensation Decision-Making Process

Say on Pay Feedback from Stockholders

Stockholders holding over 92% of the votes cast at the Company’s 2011 annual meeting of stockholders
approved, on an advisory basis, the compensation of our named executive officers. The Compensation
Committee reviewed the vote of the stockholders and, given the significant level of stockholder support, made no
changes to our executive compensation policies or decisions as a result of the vote. At the 2011 annual meeting,
our stockholders also approved, on an advisory basis, our recommendation for an advisory vote on executive
compensation of our named executive officers on an annual basis. Consistent with our recommendation and the
approval by our stockholders, on an advisory basis, we have determined to hold an advisory vote on executive
compensation of our named executive officers on an annual basis.

Determining Compensation for Chief Executive Officer and Other Named Executive Officers

At the beginning of 2011 and again at mid-year when the majority of our executives were hired, Mr. Wolff
and our Compensation Committee jointly developed a set of objectives for Pendrell and its executive officers.
These objectives were derived largely from financial and strategic planning sessions, during which in-depth
reviews of the Company’s opportunities were analyzed and goals then established for the upcoming year. The
resulting objectives include both quantitative financial measurements and qualitative strategic and operational
considerations that are evaluated subjectively, without any formal weightings, and are focused on factors that our
Compensation Committee and our Board of Directors believe create long-term stockholder value.
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360 Degree Performance Evaluation Process

At year-end, our Compensation Committee members interviewed each executive team member and
reviewed a self-assessment of their performance, their assessment of the Chief Executive Officer’s performance,
and an assessment of the performance of the other members of our executive team. The Compensation
Committee evaluated these assessments along with peer company data. The Compensation Committee then met
with the Chief Executive Officer and received his assessment of executive performance (other than his own
performance). After reviewing the performance evaluations, the data and the Chief Executive Officer’s
recommendations, members of the Compensation Committee then met with our Chief Executive Officer and with
our Chief People Officer to assess the performance of, and determine the compensation of, our executives. The
Chief Executive Officer worked closely with the Compensation Committee in this process, but did not participate
in determining his own compensation. We believe this “360 Degree” review process was effective for 2011, and
expect that it will therefore be utilized for future performance evaluations.

Role of Compensation Consultant

From time to time, the Compensation Committee has sought the views of Barney & Barney regarding
compensation trends and our compensation programs. In 2011, the Compensation Committee did not request an
opinion from Barney & Barney on the amount of compensation paid to our executives, but did obtain its views
on the appropriateness of our peer groups, general market practices relating to compensation and benefits for
executive officers of public companies. Barney & Barney’s services are provided to our Compensation
Committee under hourly fee arrangements and not pursuant to a standing engagement.

Peer Companies and Benchmarking

In determining compensation for our named executive officers in 2011, the Compensation Committee
compared each compensation component (salary, bonus, and equity), to the components paid to executives in
similar positions within certain peer companies that are identified below.

Named Executive Officer Compensation, Other than Chief Executive Officer. The peer companies used for
comparison of the compensation of our named executive officers, other than our Chief Executive Officer, include
companies from the Radford Global Technology Survey, referred to as the Radford Survey. For establishing and
changing 2011 compensation of our named executive officers (other than the Chief Executive Officer), including
Mr. Salemme’s full-time compensation adjustment in July, the Compensation Committee considered Radford
Survey data for technology companies with revenues between $200 million and $500 million. The Compensation
Committee chose this revenue range because of its belief that we typically compete with companies at or above
this revenue range in the recruitment and retention of employees.
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Chief Executive Officer Compensation. When establishing our Chief Executive Officer’s full-time compensation
commencing July 2011, the Compensation Committee compared data from several sources, relying principally on data
from a group of companies within the technology, intellectual property and publicly held private equity industries. Our
Chief People Officer and Compensation Committee selected these companies based on a number of factors, including
revenues, stage of development, and market capitalization. The group consisted of:

Acacia Research Corporation Arbitron Inc.

Boston Private Financial Holdings, Inc. Constant Contact, Inc.

DG FastChannel Dice Holdings, Inc.

Evercore Partners Inc. Fortress Investment Group LLC
Hercules Technology Growth Capital InterDigital, Inc.

iStar Financial Inc. LogMeln, Inc.

NewStar Financial, Inc. PacWest Bancorp

Rambus Inc. Silicon Image, Inc.

Sonus Networks, Inc. Tekelec

Tessera Technologies, Inc. TiVO Inc
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At year-end, with Pendrell’s primary operating subsidiary established as a fully-integrated IP investment
and advisory firm, our Compensation Committee refined the list of peer companies to include those of
comparable size and similar focus. Therefore, when reviewing our Chief Executive Officer’s 2011 performance
in February 2012, our Compensation Committee reviewed data from the following companies:

Acacia Research Corporation Dolby Laboratories, Inc.
Dynamic Technology Systems, Incorporated Immersion Corporation
InterDigital, Inc. Rambus Inc.

Rovi Corporation RPX Corporation
Tessera Technologies, Inc. TiVO Inc.

VirnetX Holding Corporation

In order to retain the best talent, and to reward superior performance, our Compensation Committee does
not rigidly apply competitive compensation data. Instead, the Compensation Committee generally targets median
cash compensation for executives at the 50t percentile of the cash compensation paid to executives at peer
companies. Actual cash compensation paid may be above or below the targeted range due to a number of factors,
including but not limited to: Company and individual performance, differences in responsibilities between
executives at peer companies, executives’ experience and tenure with the Company, executives’ performance,
and contributions relative to other executives at the Company. The Compensation Committee also targets median
equity compensation for executives at the 50t percentile of the equity compensation paid to executives at peer
companies. As with cash compensation, the value of equity compensation grants to particular executives may be
above or below the targeted range due to the factors listed above, as well as the following additional factors:
perceived limitations in the compensation survey data as it relates to equity compensation, executives’ potential
future contributions to the Company, executives’ expected tenure, and the retention value, or holding power, of
existing equity compensation grants.

Executive Compensation Decisions for 2011
General Considerations

In reviewing named executive officers’ performance and determining cash and equity compensation bonus
awards, the Compensation Committee noted the terms of employment for each named executive officer as set
forth in their respective employment letters or agreements, if any, and then focused on the named executive
officer’s individual responsibilities and performance, as well as the Company’s overall performance. The
Compensation Committee did not adopt formal guidelines for assessing performance; nor did the Compensation
Committee apply formulae to determine the relative mix of compensation elements. As such, the mix of
compensation elements may vary from individual to individual.

During its annual performance review in February 2012, the Compensation Committee evaluated executive
performance based upon fulfillment of responsibilities, demonstrated leadership, management experience and
effectiveness, and Company performance. Specific factors affecting compensation decisions for the Company’s
named executive officers included:

»  achievement of strategic objectives such as the development and expansion of our IP investment and
advisory business;

«  achievement of specific operational goals for the Company, including sustained progress in furtherance
of our IP investment and advisory business;

»  growth in the value of the Company, as demonstrated by increased stock price;

«  demonstrated leadership through the establishment and maintenance of productive and effective
working relationships with other employees of the Company; and

»  resolution of issues related to our legacy satellite operations and assets, including successful disposition
of satellite assets and progress in the ongoing litigation with Boeing.
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The following describes the primary components of our executive compensation program for each of our
named executive officers during 2011.

Base Salaries

We provide base salary as a fixed source of compensation for our executives to mitigate the risks associated
with variable cash bonuses and stock-based incentive compensation. Our Compensation Committee recognizes
the importance of base salary as a tool to attract, retain and reward our named executive officers. This was
particularly evident in 2011; a year in which Mr. Wolff and Mr. Salemme agreed to relinquish significant roles
with and compensation from Eagle River in order to devote full time efforts to Pendrell, and in which all of our
other named executive officers (other than Mr. Leybold, our former interim Chief Financial Officer) were hired
as employees. As such, all of our executives’ base salary determinations were established through arm’s-length
negotiation at the time of hire or full-time transition.

The annualized base salaries of our current named executive officers at the end of 2011 are set forth below.
Actual base salaries earned for our named executive officers in 2011 are reflected under the section “Executive
Compensation — Summary Compensation.”

2011 Annualized 2010 Annualized
Base Salary* Base Salary

(as of year-end) (as of year-end)
Named Executive Officer and Principal Position $) ®

Benjamin G. Wolff, President and Chief Executive Officer 750,000%* 500,000
Thomas J. Neary, Chief Financial Officer 250,000 —
R. Gerard Salemme, Chief Strategy Officer 400,000* —
Joseph K. Siino, Chief IP Officer 400,000 —
Timothy M. Dozois, Acting General Counsel and Corporate Counsel 250,000 —

* Mr. Wolff’s base salary at the commencement of 2011 was $500,000 and Mr. Salemme’s base salary upon
commencement of his employment was $300,000. Their salaries were adjusted upward in July 2011 in
connection with their commitment to devote full time efforts to Pendrell.
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Annual Cash Bonuses

The Compensation Committee has not adopted formal guidelines for determining annual cash bonuses, but
is instead guided by each named executive officers’ employment letter and an assessment of the individual’s
performance against stated objectives. All cash bonuses are discretionary, determined by the Compensation
Committee based on subjective assessment of individual and Company performance as determined through the
360 Degree evaluation process referenced above. Given the early stage of development of our new business
initiatives, it was not practical for the Compensation Committee to establish quantitative or formulaic Company-
wide performance objectives for 2011. Instead, the Compensation Committee evaluated Pendrell’s overall
performance against the following qualitative objectives that were established in early 2011:

<  secure sufficient capital to fund operations;

»  improve the Company’s year over year net cash position;

«  pursue a successful resolution of the Boeing litigation and establish plans for use of proceeds, if any;
«  ensure the protection of the Company’s tax assets; and

«  divest legacy satellite business while preserving related assets.
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Upon the completion of the $325 million sale of our subsidiary, DBSD North America, Inc. (“DBSD”) to

DISH Network Corporation (“DISH Network”™) in March 2011, the Compensation Committee established these
additional Company objectives:

* develop a strategic plan that preserves, enhances and increases value by leveraging the Company’s
remaining assets;

«  assemble a highly skilled management team;
*  re-position the Company to distance it from its legacy business; and

*  complete a transaction consistent with the strategic plan.

To determine cash bonuses, the Compensation Committee then assessed executive performance as a
function of: (i) the performance objectives indicated above, (ii) the executive’s individual objectives for the year,
(iii) our Company’s major accomplishments, and (iv) successful implementation of our strategic plan.

The resulting cash bonuses for 2011 ranged from 80% of target to 114% of target (with targets established in
our named executives’ employment letters). The variances in the bonus payments resuited from the Compensation
Committee’s subjective determinations regarding the extent to which each executive officer contributed to the
accomplishment of the Company’s stated objectives. In particular, with respect to Mr. Siino, the Compensation
Committee considered his important role in assisting to establish the Company’s IP business operations.

In addition to the bonuses contemplated by our executives’ employment letters, the Compensation
Committee approved special one-time bonuses to Messrs. Wolff and Salemme for their efforts in connection with
the Company’s sale of DBSD, which yielded proceeds to the Company of approximately $325 million. In

granting this unique, one-time award, the Compensation Committee noted the extraordinary impact of the DISH
transaction on the Company and its future prospects.

The discretionary cash bonuses awarded to our named executive officers for 2011 were as follows:

2011 2011
Annualized Prorated 2011

Target Target Actual

Bonus Bonus Bonus
Named Executive Officer @) $)(2) $)
Mr. Wolff 750,000 750,000  1,250,000(3)
Mr. Neary 125,000 55,822 55,822
Mr. Leybold — — —
Mr. Salemme 400,000 353,973 707,946(3)
Mr. Siino 300,000 161,918 185,000
Mr. Dozois 82,500 40,459 32,367

(1) Reflects target bonuses in effect at the end of 2011 pursuant to each of the executive’s employment letters.
Mr. Wolff’s target bonus at the commencement of 2011 was $500,000 and Mr. Salemme’s target bonus
upon commencement of his employment was $150,000. Their target bonuses were adjusted upward in July
2011 in connection with their commitment to devote full time efforts to Pendrell.

(2) Reflects prorated target bonuses for each executive officer’s partial year of service, based on their
annualized base salary in effect at the end of 2011.

(3) Reflects bonus paid at 100% of target plus the one-time special bonus.

Long-Term Equity Incentive Compensation

Our long-term incentive program is designed to attract a talented executive team, encourage long-term
retention of executive officers and enable us to recognize efforts put forth by executives who contribute to stock
price appreciation and development. The periodic vesting of long-term incentive compensation, which is
contingent upon continued employment, directly aligns executive officer interests with our stockholders’
interests by rewarding creation and preservation of long-term stockholder value.
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Stock Options. A stock option is the right for a recipient to purchase a specified number of shares of our
Class A common stock at a price designated on the date of grant. Stock options have value only to the extent the
price of our stock on the date of exercise exceeds the stock price on the grant date. We believe stock options
motivate our executive officers to improve and maintain Company performance, which in turn may drive stock
price and increase the value of any unexercised stock options.

Time-Based Restricted Stock Awards. An award of restricted stock, or RSA, entitles the recipient to receive
a specified number of shares of our Class A common stock, at no cost to the recipient, if the recipient remains
employed with us when the restricted stock vests. We believe restricted stock awards directly link executive
officer interests with those of our stockholders because restricted stock value is tied to the market value of our
common stock.

Performance-Based Restricted Stock Awards. The Compensation Committee believes that achievement of
key corporate goals should directly and materially impact the total compensation opportunity for our named
executive officers. As a result, while a small percentage of the RSAs that we issued in 2011 vest over time, more
than 92% of the RSAs issued to executives in 2011 vest only upon achievement of ambitious net income and
stock price goals.

Stock Appreciation Rights. As a general rule, the Compensation Committee prefers non-cash equity
incentives to equity incentives that are settled in cash, and therefore typically does not grant stock appreciation
rights, or SARs, to executives. However, in connection with our acquisition of Ovidian Group and the
corresponding engagement of Joe Siino as our chief IP officer, Mr. Siino was granted stock appreciation rights
that entitle him to additional cash compensation only if both of the following occur: (i) our intellectual property,
innovation and technology businesses achieve ambitious net income goals, and (ii) our Class A common stock
price exceeds $6.00 per-share and $10.00 per-share price goals. The Compensation Committee views Mr. Siino’s
stock appreciation rights as a unique benefit that was ancillary to the purchase of Ovidian Group, that will be
payable only if our team of IP professionals drive significant business growth.

The Compensation Committee awarded the following long-term equity incentive awards to our current
named executive officers in 2011 pursuant to the executive officer’s employment letter and, in February 2012, in
connection with the 2011 annual performance review cycle as described above:

Employment Letter Awards July 2011 Annual Review
Option RSA RSA SAR Option RSA Option RSA

Named Executive Officer ~ Time-Based Time-Based Performance Performance Time-Based Performance Time-Based Time-Based
Mr. Wolff — — — — 950,000 950,000 75,000 150,000
Mr. Neary 150,000 — 150,000 — — — 30,000 50,000
Mr. Leybold — —_ — — — — — —
Mr. Salemme 400,000 250,000 — — 700,000 700,000 50,000 100,000
Mr. Siino 1,000,000 — — 850,000 — — 50,000 100,000
Mr. Dozois 150,000 — 150,000 — — — 10,000 20,000
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Compensation Mix

For 2011, the mix of the total compensation elements for each of our named executive officers is as follows:

Percent of Total Compensation*

Annual Bonus and Equity and

Base Salary Non-Equity Long-Term

and Other Incentive Incentive
Named Executive Officer Compensation Compensation Awards
Mr. Wolff 20.3% 38.7% 41.0%
Mr. Neary 32.1% 15.6% 52.3%
Mr. Leybold 100% 0% 0%
Mr. Salemme 10.4% 22.5% 67.1%
Mr. Siino 7.8% 6.6% 85.6%
Mr. Dozois 31.0% 9.3% 59.7%

* The percentage of compensation is determined based on the amounts reported in the “Summary
Compensation” table below.

The allocation of a majority of compensation in the form of equity incentive awards reflects the principle
that a substantial portion of total compensation should be delivered in the form of contingent compensation to
align the interests of our named executive officers with those of our stockholders.

Other Compensation
Employment, Severance and Change in Control Arrangements

Each named executive officer is employed at will. We issued employment letters to each of our named
executive officers when they were hired that provide for general employment terms and, in the case of
Mr. Wolff, Mr. Salemme and Mr. Dozois, certain benefits payable in connection with a termination of
employment under certain circumstances, such as termination without “cause,” as specified in their employment
letters. The terms of these arrangements are described in further detail in the section below titled “Potential
Payments upon Termination or Change in Control.” These severance benefits are intended to ensure that key
executives are focused on the Company’s goals and objectives, as well as the interests of our stockholders, by
removing uncertainties related to unexpected termination of employment.

In addition, all equity grants made to our named executive officers and non-executive employees under the
2000 Plan provide for 100% acceleration in the event that we are subject to a change in control and the equity
obligation is not assumed, continued or substituted by the acquiring company.

Health and Welfare Benefits

Our executive officers receive the same health and welfare benefits offered to other employees including
medical, dental, vision, life, accidental death and dismemberment, and disability insurance; and holiday pay. The
same contribution amounts, percentages and plan design provisions are applicable to all employees.

Retirement Programs

The executive officers may participate in the same tax-qualified, employee-funded 401(k) plan offered to all
other employees, through which we offered up to $4,083 in an annual matching contribution for the 2011 plan
year that commenced August 1, 2011. We have no defined benefit pension plans or supplemental retirement
plans for executives.
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Perquisites and Personal Benefits

We do not provide special benefits or other perquisites to any of our named executive officers.

Taxation of “Parachute” Payments and Deferred Compensation

Sections 280G and 4999 of the Internal Revenue Code (the “Code”) provide that executive officers and
directors who hold significant equity interests and certain other service providers may be subject to an excise tax
if they receive payments or benefits in connection with a change in control that exceeds certain prescribed limits,
and that we, or a successor, may forfeit a deduction on the amounts subject to this additional tax. Section 409A of
the Code (“Section 409A”) also imposes additional significant taxes on the individual in the event that an
executive officer, director or other service provider receives “deferred compensation” that does not meet the
requirements of Section 409A. We do not provide any executive officer, including any named executive officer,
with a “gross-up” or other reimbursement payment for any liability that he or she might owe as a result of the
application of Sections 280G or 4999 of the Code. The employment letters with Mr. Wolff and Mr. Salemme
allow the Company to accelerate severance payments to the extent necessary to comply with Section 409A and
Mr. Wolff’s employment letter provides for a gross up for all taxes or other payments that may be due pursuant
to Section 409A.

Other Policies and Considerations
Assessment of Risk in our Compensation Program

The Compensation Committee believes that the annual and long-term equity incentive compensation
programs for our executive officers appropriately focus these individuals on our current and future business
needs, without encouraging undue risk-taking. The Compensation Committee periodically assesses the
Company’s compensation program to monitor and mitigate risk. This ongoing assessment includes consideration
of the primary design features of the compensation plans and the process to determine incentive compensation
eligibility and grant awards for employees. We believe that our compensation policies and practices for all
employees, including named executive officers, do not create risks that are reasonably likely to have a material
adverse effect on the Company.

Stock Ownership Guidelines

Given the early stage of Pendrell’s new business initiatives and the high percentage of executive equity
holdings that are not yet vested, we currently do not require our executive officers to own a particular amount of
our stock. The Compensation Committee is satisfied that stock and other equity holdings among our executive
officers are sufficient at this time to provide appropriate motivation and to align this group’s long-term interests
with those of our stockholders. However, we may in the future require our executive officers to own a particular
amount of our stock, particularly as existing unvested performance based awards begin to vest.

Policies Regarding Granting of Equity Awards

During 2011, equity awards were granted to the Chief Executive Officer and individuals reporting directly
to the Chief Executive Officer, during meetings of the Compensation Committee. The grant date for the awards
was either (a) the individual’s employment start date or (b) the 15% day of the month following the individual’s
employment start date, as determined by the Compensation Committee.

Our Board of Directors has authorized our Chief Executive Officer, who is also a member of our Board of
Directors, to grant stock options and restricted stock awards to certain newly hired employees and consultants,
subject to certain limitations, as follows:

* the awards will be granted on the 15% day of each month following an individual’s employment start
date;

* the individual cannot report directly to the Chief Executive Officer or be subject to Section 16
reporting requirements;
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* the total number of shares granted under all awards to an individual during a single period may not
exceed certain levels, as approved in advance by the Compensation Committee; and

* the total number of shares granted under all awards by the Chief Executive Officer during a calendar
year may not exceed 1,000,000 shares.

Each stock option must have an exercise price equal to the closing share price on the date of grant. We do
not have either a policy or practice in place to grant equity awards that are timed to precede or follow the release
or withholding of material nonpublic information.

Tax Deductibility of Executive Compensation

Section 162(m) of the Code (“Section 162(m)”) generally disallows an income tax deduction to publicly
traded companies for compensation over $1.0 million paid to the Chief Executive Officer or any of the
Company’s other four most highly compensated executive officers. Under Section 162(m), the Company may
deduct compensation in excess of $1 million if it qualifies as “performance-based compensation,” as defined in
Section 162(m). Stock options granted under the 2000 Plan will qualify as performance-based compensation and
be exempt from the Section 162(m) deductibility limit provided these stock options are approved by the
Compensation Committee and granted in compliance with the requirements of Section 162(m). The
Compensation Committee believes that in certain circumstances factors other than tax deductibility take
precedence when determining the forms and levels of executive compensation most appropriate and in the best
interests of the Company and its stockholders. Given the Company’s changing focus and its tax assets, as well as
the competitive market for outstanding executives, the Compensation Committee believes that it is important for
it to retain the flexibility to design compensation programs consistent with the Company’s overall executive
compensation program, even if some executive compensation is not fully deductible by the Company.
Accordingly, the Compensation Committee may from time to time approve elements of compensation for certain
officers that are not fully deductible by the Company, and reserves the right to do so in the future when
appropriate.

Policies on Hedging Economic Risk

No director or officer designated by our Board of Directors as a “reporting person or insider,” and no
employee working in any of our corporate offices, may engage in any transaction involving the Company’s
securities or securities of certain companies with whom we transact business (including a stock plan transaction
such as an option exercise, a gift, a loan or pledge or hedge, a contribution to a trust, or any other transfer),
without first obtaining pre-clearance of the transaction from our legal department.

Recovery of Incentive-Based Compensation

We recognize that our compensation program will be subject to the forthcoming rules and regulations to be
promulgated by SEC as a result of Section 954 of the Dodd-Frank Act, which directs the SEC to issue rules
prohibiting the listing on any national securities exchange of companies that do not adopt a policy providing for
the recovery from any current or former executive officer of any incentive-based compensation (including stock
options) awarded during the three-year period prior to an accounting restatement resulting from material
noncompliance of the issuer with financial reporting requirements. We intend to adopt such a “clawback” policy
which complies with all applicable standards when such rules become available.
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Compensation Committee Report

The Compensation Committee has reviewed and discussed with management the Compensation Discussion
and Analysis included in Pendrell’s annual report on Form 10-K/A and proxy statement relating to the 2012
annual meeting of stockholders. Based on this review and discussion, the Compensation Committee
recommended to the Board of Directors that the Compensation Discussion and Analysis be included in Pendrell’s
annual report on Form 10-K/A and this proxy statement. The material in this report is not “soliciting
material,” is not deemed “filed” with the SEC, and is not to be incorporated by referenced into any filing

of the Company under the Securities Act of 1933, as amended or the Securities Exchange Act of 1934, as
amended.

COMPENSATION COMMITTEE

Mr. H. Brian Thompson, (Chair)
Mr. Richard P. Fox
Mr. Stuart M. Sloan
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EXECUTIVE COMPENSATION

Summary Compensation

The following table sets forth information regarding compensation earned by our named executive officers
for service to us during 2011 and, if applicable, 2010, whether or not such amounts were paid in such year. None
of the individuals served as a named executive officer during 2009.

Stock Option All Other

Salary Bonus Awards Awards Compensation Total

Name and Principal Position Year(l) ($) ®$Q2) $3) $)3) $@) $)

Benjamin G. Wolff 2011 621,609 1,250,000 -— 1,320,500 34,345 3,226,454
President and Chief Executive 2010 500,000 500,000 2,320,000 2,040,000 30,000 5,390,000
Officer

Thomas J. Neary(5) 2011 110,953 55,822 — 187,500 4,212 358,487
Vice President, Chief Financial
Officer

Timothy P. Leybold(6) 2011 283,371 — — — — 283,371
Former Interim Chief Financial 2010 378,022 — — — — 378,022
Officer

R. Gerard Salemme(7) 2011 294,680 707,946 482,500 1,637,000 34,341 3,156,467
Chief Strategy Officer, Executive
Vice President

Joseph K. Siino(8) 2011 213,846 185,000 — 2,390,000 4,224 2,793,070
Chief IP Officer

Timothy M. Dozois(9) 2011 104,167 32,367 — 208,500 4,212 349,246

Corporate Counsel

(1) Compensation is provided only for years for which each individual was a named executive officer.

(2) Reflects discretionary cash bonuses paid in February 2012 to our named executive officers for 2011
performance. These bonuses are described under “Compensation Discussion and Analysis” above.

(3) Reflects the grant date fair value computed in accordance with applicable accounting guidance for stock and
option awards granted during each year. These equity grants are described under “Compensation Discussion
and Analysis” above or in the “Grants of Plan-Based Awards in 2011” or “Outstanding Equity Awards at
2011 Year-End” tables below.

Values not included in the table: In 2011, the Compensation Committee approved awards to the executives
listed below with vesting tied to Company performance. On the grant date, achievement of the conditions
was not deemed probable, and accordingly, pursuant to the SEC’s disclosure rules, no value is included in
the table for these awards. Below are the fair values of such awards at grant date assuming achievement of
the highest level of performance condition.

2011 Performance

2011 Performance Based Stock
Based Restricted Appreciation
Stock Awards Awards
Name $) 3
Benjamin G. Wolff 2,641,000 —
Thomas J. Neary 384,000 —
Timothy P. Leybold — —
R. Gerard Salemme 1,946,000 —
Joseph K. Siino — 1,826,000
Timothy M. Dozois 417,000 —
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We have disclosed the assumptions made in the valuation of the restricted stock and option awards under
Note 8 to the Consolidated Financial Statements included in our Annual Report on Form 10-K for the fiscal
year ended December 31, 2011. The amounts reported do not reflect the compensation actually received by
our named executive officers. There can be no assurance that stock options will be exercised (in which case
no value will be realized by the individual) or that the value on vesting of exercise will approximate the
compensation expense recognized by the Company.

(4) The amounts reported in this column represent (a) a Company contribution to Pendrell’s 401(k) plan in the
amount of $4,083 for each of Messrs. Wolff, Neary, Salemme, Siino and Dozois; (b) Company-paid term
life insurance premiums in the amount of $262, $129, $258, $141 and $129 for each of Messrs. Wolff,
Neary, Salemme, Siino and Dozois, respectively; and (c) compensation in the amount of $30,000 paid to
Mr. Wolff in each of 2010 and 2011, and to Mr. Salemme in 2011, for service on the board of directors of
DBSD North America, Inc., our former subsidiary.

(5) Mr. Neary joined us as our Chief Financial Officer in July 2011. His annualized base salary for 2011 was
$250,000.

(6) Mr. Leybold served as our former interim Chief Financial Officer under the terms of a consulting agreement
with Tatum, LLC until Mr. Neary joined us in July 2011.

(7) Mr. Salemme joined us as our Chief Strategy Officer in March 2011. His annualized base salary at the end
of 2011 was $400,000.

(8) Mr. Siino joined us as our Chief IP Officer in June 2011. His annualized base salary for 2011 was $400,000.

(9) Mr. Dozois joined us as Corporate Counsel under the terms of a part-time consulting agreement in May
2010, pursuant to which he also served as Acting General Counsel and Corporate Secretary. In July 2011, he
accepted a full-time position serving in the same roles. He resigned his positions as Acting General Counsel
and Corporate Secretary in June 2012, but continues in his position as Corporate Counsel.

Grants of Plan-Based Awards in 2011

The following table provides information concerning the long-term incentive awards made in 2011 to each
of the named executive officers under the 2000 Plan.

Al
Other
Stock  All Other

. Awards:  Option Grant Date
Estlmatedlfl:;::e Payouts Number Awards: Fair Value

. . of Number of Exerciseor  of Stock

Equltilnce‘;lt(lz')e Plan Shares Securities Base Price and
Committee warcs of Stock Underlying of Option Option
Grant Action Threshold Target Maximum or Units Options Awards Awards
Name Date Date(1) $) %) $) #H3) #)(4) ($ /Sh)(5) ($)(6)

Benjamin G. Wolff 07/05/11 950,000 950,000 0
07/15/11 07/05/11 950,000 $ 2.78 1,320,500
Thomas J. Neary 07/21/11 150,000 150,000 0
08/15/11 07/18/11 150,000 $ 2.56 187,500

Timothy P. Leybold — — — — —
R. Gerard Salemme 03/04/11 02/11/11 250,000 482,500
03/04/11 02/11/11 400,000 $ 1.93 664,000
07/05/11 700,000 700,000 0
07/15/11 07/05/11 700,000 $ 2.78 973,000
Joseph K. Siino 06/17/11 06/14/11 1,000,000 $ 2.81 2,390,000
06/17/11 06/14/11 500,000(7) $ 6.00(7) 0
06/17/11 06/14/11 350,000(7) $10.00(7) 0
Timothy M. Dozois 07/05/11 150,000 150,000 0
07/15/11 07/05/11 150,000 $ 2.78 208,500
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The equity awards were approved by the Compensation Committee prior to the executive officer’s start date; the grant
dates for these awards were the later of (a) the approval date; (b) the employment start date; or (c) such later date as
determined by the Compensation Committee.

These performance-based restricted stock awards will vest as to (a) 50% of the shares on the earlier of (i) when the
Company’s trailing 12-month net income reaches $50 million, or (ii) when the average closing share price of the
Company’s Class A common stock for any 60 consecutive calendar days, as reported on Nasdag, is $2.00 or higher; and
(b) 50% of the shares on the earlier of (i) when the Company’s trailing 12-month net income reaches $100 million, or
(ii) when the average closing share price of the Company’s Class A common stock for any 60 consecutive calendar days,
as reported on Nasdag, is $3.00 or higher. If any one of, or all of, the performance targets are not met within seven years,
the unvested awards will be forfeited.

Mr. Salemme’s restricted stock award vests in four equal annual installments beginning March 4, 2012.

The stock options awarded to Mr. Wolff, Mr. Salemme, Mr. Siino and Mr. Dozois vest in four equal annual installments
beginning June 17, 2012; Mr. Neary’s stock option vests in four equal annual installments beginning July 21, 2012.

The exercise price is the closing sales price of our common stock on NASDAQ on the grant date.

Reflects the grant date fair value computed in accordance with applicable accounting guidance for the stock and option
awards. See footnote (1) to the “Summary Compensation” table above for further information on the performance based
restricted stock awards and stock appreciation rights granted in 2011.

The stock appreciation rights granted to Mr. Siino were awarded at a substantially higher base price than our current
stock price, and will only vest in the event the Company achieves certain net income goals for a period of two
consecutive calendar years and can be settled only in cash. In order for Mr. Siino to realize any value from the awards
upon achievement of the net income goals, the Company’s stock price will need to be in excess of the $6.00 and $10.00
base price of each award. If the performance conditions are not met within seven (7) years or if the Company’s stock
price is not in excess of the respective base price at the time such net income goals are achieved, the awards will be
forfeited.
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Outstanding Equity Awards

The following table shows certain information regarding outstanding equity awards at December 31, 2011,
for the named executive officers (with the exception of Mr. Leybold, our former interim Chief Financial Officer,
who did not have outstanding equity awards).

Option Awards Stock Awards
Equity Equity
Incentive Equity Incentive
Plan Incentive Plan
Awards: Plan Awards:
Number of Number of Number of Market Awards: Market
Securities Securities Securities Number of  Value of Number of Value of
Underlying Underlying Underlying Shares of Shares of Unearned Unearned
Unexercised Unexercised Unexercised Option Stock That  Stock That Shares That Shares That
Options Options Unearned Exercise Option Have Not Have Not Have Not Have Not
[€4] (€3] Options Price Expiration Vested Vested Vested Vested
Name Exercisable Unexercisable (€3] (€)) Date #) ($)(12) # ($)(12)
Mr. Wolff 30,000(1) 0 4.25 11/14/15
30,000(1) 0 5.85 10/01/16
30,000(1) 0 3.50  10/01/17
22,500(1) 7,500 1.01 10/01/18
500,000(2) 1,500,000 1.16  02/15/20
0(3) 950,000 278 07/15/21
750,000(13) 1,920,000  500,000(13) 1,280,000
950,000(14) 2,432,000
Mr. Neary 0(4) 150,000 2.56  08/15/21
150,000(14) 384,000
Mr. Salemme 120,000(1) 0 4.25 11/14/15
500,000(5) 0 4.25 11/14/15
30,000(1) 0 5.85 10/01/16
20,000(1) 0 590  10/03/16
30,000(1) 0 3.50  10/01/17
22,500(1) 7,500 1.01 10/01/18
25,000(6) 75,000 1.61  06/30/20
7,500(7) 22,500 1.63 10/01/20
0(8) 400,000 1.93  03/04/21
0(3) 700,000 278  07/15/21
250,000(8) 640,000
700,000(14) 1,792,000
Mr. Siino 0(9) 1,000,000 281  06/17/21
500,000(11) 6.00  06/17/21
350,000(11) 10.00  06/17/21
Mr. Dozois 7,500(10) 22,500 1.50  06/15/20
0(3) 150,000 278  07/15/21

150,000(14) 384,000

(1) Reflects option grants made in connection with services provided as a director, prior to joining the Company as an executive officer. The
stock options vest at the rate of 25% each year. The 7,500 unvested options vest in one remaining installment on October 1, 2012.

(2) The stock options vest at the rate of 25% each year, beginning January 1, 2010.

(3) The stock options vest at the rate of 25% each year, beginning June 17, 2012.

(4) The stock options vest at the rate of 25% each year, beginning July 21, 2012.

(5) Reflects an option grant made in connection with services provided as a consultant, prior to joining the Company as an executive officer.

(6) Reflects option grants made in connection with services provided as a director, prior to joining the Company as an executive officer. The

stock options vest at the rate of 25% each year, beginning July 30, 2011.

Reflects option grants made in connection with services provided as a director, prior to joining the Company as an executive officer. The

stock options vest at the rate of 25% each year, beginning October 1, 2011.

(8) Mr. Salemme’s stock option and restricted stock award vest at the rate of 25% each year, beginning March 4, 2012.

(9) The stock options vest at the rate of 25% on June 17, 2012 and 1/48% on each monthly anniversary thereafter.

(10) Reflects an option grant made in connection with services provided as a consultant, prior to joining the Company as an executive officer.
The stock option vests at the rate of 25% each year, beginning June 15, 2011.

(11) See footnote (7) to the “Grants of Plan-Based Awards in 2011” table above for the performance based vesting terms of these stock
appreciation rights. The number of stock appreciation rights indicated is the maximum number of shares that could vest under the award.

(12) The market value of stock was computed by multiplying the number of shares by our closing stock price on December 30, 2011 (the last
business day of the year), of $2.56 per share.
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(13) The vesting conditions under this restricted stock award are as follows: 750,000 are time-based and vest in three remaining equal annual
installments on January 1, 2012, January 1, 2013 and January 1, 2014, and 500,000 were subject to vesting upon the satisfaction of
specific performance criteria. On August 24, 2012, the Company’s Board of Directors determined, with the concurrence of Mr. Wolff,
that the vesting conditions associated with the 500,000 shares of performance-based restricted stock issued to Mr. Wolff in February
2010 will not be satisfied. The vesting of the Performance Shares was conditioned upon Board approval following resolution of the
Company’s litigation with The Boeing Company. The Board’s determination resulted in the cancellation of all of the Performance
Shares.

(14) See footnote (2) to the “Grants of Plan-Based Awards in 2011” table above for the performance based vesting terms of this restricted
stock award. The number of restricted shares shown is the maximum number of shares that could vest under the award.

Option Exercises and Stock Vested in 2011

The following table provides information on the value of stock awards that vested for Mr. Wolff, the only
named executive officer who acquired shares on vesting of stock awards during 2011. None of our named
executive officers exercised any of their outstanding stock options during 2011.

Stock Awards

Number Net

of Shares Shares Number

Acquired Withheld of Value

on to Cover Shares Realized

Vesting Withholding Received on Vesting
Name # # #) ($)(1)
Mr. Wolff 750,000 69,115 680,885 1,630,000

(1) Calculated based upon the gross number of shares acquired upon vesting (without taking into account shares
withheld to cover taxes) and the closing price of our common stock on the respective vesting date(s).

Pension Benefits

During 2011, the Company did not provide pension benefits for any named executive officer.

Non-Qualified Deferred Compensation

During 2011, the Company did not provide non-qualified deferred compensation benefits for any named
executive officer.

Potential Payments Upon Termination or Change in Control

The following summaries and tables set forth certain compensation that would have become payable under
existing plans and arrangements if the named executive’s employment had terminated on December 31, 201 1.

Change in Control

All employees, including the named executive officers, are entitled to acceleration of the shares underlying
their stock option grants upon the occurrence of certain events. Specifically, under the terms of the 2000 Plan, in
the event of a Corporate Transaction (as defined in the 2000 Plan), outstanding awards will either automatically
vest, or, depending on the type of Corporate Transaction, may be replaced with essentially equivalent awards
from the surviving entity in the Corporate Transaction.
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Termination

Mr. Wolff, Mr. Salemme and Mr. Dozois are the only named executive officers who have severance
provisions in their employment letters that may be triggered upon termination of employment. The following
descriptions are based upon the terms of each such employment letter:

Benjamin G. Wolff. Mr. Wolff’s employment is at-will, and he is subject to termination with or without
cause. However, if we terminate Mr. Wolff without Cause, or if he terminates his employment due to Disability
or resigns from the Company for Good Reason (as those terms are defined in his employment letter), upon
execution of a release of claims, he is entitled to: (i) payment of an amount equal to two times the sum of his base
salary then in effect (which is currently $750,000) plus 100% of his target bonus (which is currently $750,000);
provided that the payments will be accelerated to the extent necessary to comply with Section 409A, plus a full
gross up for all taxes and other payments that may be due pursuant to Section 409A; (ii) continuation of health
benefits for up to two (2) years; and (iii) vesting of all options and shares of restricted stock in which he would
have vested had he remained actively employed through the second anniversary of the date of termination (with
the exception of the July 5, 2011 grant of performance based restricted stock).

R. Gerard Salemme. Mr. Salemme’s employment is at-will, and he is subject to termination with or without
cause. However, if we terminate Mr. Salemme without Cause, or if he terminates employment due to Disability
or resigns from the Company for Good Reason (as those terms are defined in his employment letter), upon
execution of a release of claims, he is entitled to: (i) payment of an amount equal to his base salary then in effect
(which is currently $400,000) plus 100% of his target bonus (which is currently $400,000); provided that the
payments will be accelerated to the extent necessary to comply with Section 409A and (ii) vesting of all options
and shares of restricted stock in which he would have vested had he remained actively employed through the
second anniversary of the date of termination (with the exception of the July 5, 2011 grant of performance based
restricted stock).

Timothy M. Dozois. Mr. Dozois’ employment is at-will, and he is subject to termination with or without
cause. However, if we terminate Mr. Dozois without Cause, or if he resigns from the Company for Good Reason
(as those terms are defined in his employment letter), upon execution of a release of claims, he is entitled to
payment of an amount equal to his base salary then in effect (which is currently $250,000).
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Estimated Payments

The tables below set forth potential benefits that each named executive officer would be entitled to receive
upon termination of employment or change in control in the situations outlined above. These disclosed amounts
are estimates only and do not necessarily reflect the actual amounts that would be paid to the named executive
officers at the time they become eligible for payment. The amounts shown in the table are the amounts that could
be payable under existing plans and arrangements if the named executive officer’s employment had terminated at
December 31, 2011. Values for equity awards are based on our closing price on December 30, 2011, the last
business day of the calendar year. The table below does not include amounts to which the named executive
officers would be entitled that are already described in the preceding compensation tables, including the value of
equity awards that have already vested.

Change in
Control Employment Termination Events (2) Total
Accelerated Accelerated
Vesting of Vesting of Health
Equity Severance Equity Insurance Change in
Name Awards Payment(3) Awards Coverage Control Termination
Mr. Wolff $7,743,625 $3,000,000 $3,971,625 $48,103 $7,743,625 $6,269,728(4)
Mr. Neary $ 384,000 — — — $ 384,000 —
Mr. Leybold(1) —_ — — — — —
Mr. Salemme $2,787,800 $ 800,000 $ 265,360 —  $2,787,800 $1,065,360
Mr. Siino — — — —_ — —
Mr. Dozois $ 407,850 $ 250,000 — — $ 407,850 $ 250,000

(1) Mr. Leybold, our former interim Chief Financial Officer, was not entitled to any of the above benefits upon
change in control or termination as he was engaged indirectly by the Company under a consulting fee
arrangement with Tatum, LLC.

(2) As described above, Mr. Wolff, Mr. Salemme and Mr. Dozois are entitled to certain severance payments in
the event they are terminated without Cause, or if they resign from the Company for Good Reason (as those
terms are defined in their employment letter); Mr. Wolff and Mr. Salemme are also entitled to these
payments in the event their employment is terminated due to Disability (as defined in their employment
letter).

(3) Mr. Wolff’s severance payment is equal to two times the sum of his annual base salary and annual target
performance bonus; Mr. Salemme’s severance payment is equal to the amount of his annual base salary plus
100% of his annual performance bonus; Mr. Dozois’ severance payment is equal to the amount of his annual
base salary.

(4) The total amount Mr. Wolff would be entitled to receive in the event of certain termination events (as set
forth in this table and described above), does not include a gross up amount for taxes that may become due
under 409A, to which Mr. Wolff is also entitled if he receives a severance payment.
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PROPOSAL 3

APPROVAL OF THE REINCORPORATION OF THE COMPANY
FROM DELAWARE TO WASHINGTON

The Board of Directors has unanimously adopted a resolution recommending stockholder approval to
change our state of incorporation from Delaware to Washington State, which we refer to as the
“Reincorporation.”

The primary rationale for reincorporating in Washington State is that the franchise tax that we annually pay
to the State of Delaware for the privilege of being organized under the corporations laws of Delaware was
$180,000 for the year ended December 31, 2011 and is projected to remain at that level or higher in future years.
By contrast, the annual license fees in Washington are currently less than $100 (inclusive of the annual license
fee and state business license).

The Reincorporation will be effected through the merger of the Company into a recently formed
Washington corporation that is a wholly-owned subsidiary of the Company, pursuant to an Agreement and Plan
of Merger, or “Merger Agreement,” in substantially the form attached as Appendix A to this Proxy Statement.
Upon completion of the merger, the surviving corporation will continue to operate our business under the name
“Pendrell Corporation.” When appropriate in this section, we refer to the Company before the Reincorporation as
“Pendrell Delaware,” and we refer to the surviving corporation as “Pendrell Washington.” In connection with the
Reincorporation, if it is approved and implemented:

* There will be no change in our business, management, employees, headquarters, benefit plans, assets,
liabilities or net worth (other than as a result of the costs incident to the Reincorporation, which we
expect to be immaterial);

* Our directors and officers prior to the Reincorporation will hold the same respective positions
following the Reincorporation, and there will be no substantive change in employment agreements for
our executive officers or in other direct or indirect interests of our current directors or executive
officers; and

* Your shares of Class A Common Stock and Class B Common Stock and your related rights and
preferences (together, the “Common Stock”) of Pendrell Delaware will automatically be converted into
an equivalent number of shares of Class A Common Stock or Class B Common Stock, as applicable, of
Pendrell Washington, having substantially identical rights and privileges to your current shares of
Common Stock, and Pendrell Washington will apply to have shares of its Class A Common Stock
listed on the Nasdaq Global Market under Pendrell Delaware’s current symbol “PCO.” YOU WILL
NOT NEED TO EXCHANGE YOUR EXISTING PENDRELL DELAWARE STOCK
CERTIFICATES FOR STOCK CERTIFICATES OF PENDRELL WASHINGTON.

Upon completion of the Reincorporation, the number of authorized shares of capital stock of the Company
will be identical to the number of authorized shares of capital stock of the Company existing at the time of the
Reincorporation.

Reasons for the Reincorporation in Washington

Our Board of Directors believes that the Reincorporation is in the best interests of the Company and our
stockholders because it will eliminate our obligation to pay the annual Delaware franchise tax and this will result in
significant savings over the long term. Assuming that we opted to remain in Delaware, we could be required to pay
maximum franchise fees in Delaware (currently $180,000 per year). If we reincorporate in the State of Washington,
our annual filing fee and annual license in the State of Washington will be insignificant by comparison.

No Impact on Operations or Business Locations

The process of Reincorporation will not impact daily operations, will not affect our commitment to our
clients and vendors, and will not result in the Company physically relocating any of our offices. Our directors
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and officers immediately prior to the Reincorporation will serve as the directors and officers of the Company
following the Reincorporation. This is a legal transaction designed to achieve the benefits highlighted above and
described in further detail below.

Potential Disadvantages of Reincorporation in Washington

Delaware has historically been the state in which a majority of public companies incorporate. In an effort to
encourage incorporation in Delaware, and for other policy reasons, Delaware has adopted comprehensive,
modern and flexible corporate laws, which it periodically updates and revises to meet changing business needs.
Because of Delaware’s prominence as a state of incorporation for many large corporations, the Delaware courts
have developed considerable expertise in dealing with corporate issues as well as a substantial body of case law
construing Delaware law and articulating public policies with respect to Delaware corporations. Although
Washington statutes emulate Delaware corporation law in many respects, and although Washington courts are
inclined to follow Delaware precedents in certain situations, Washington case law concerning the effects of its
statutes and regulations is still more limited than that of Delaware, and Washington courts may have less
experience with respect to certain aspects of corporate law. As a result, a potential disadvantage of the
Reincorporation is that the Company and our stockholders may not experience the same degree of predictability
with respect to legal uncertainties and disputes related to corporate affairs and transactions.

Principal Features of the Reincorporation — The Merger Agreement

The Reincorporation will be effected through the merger of the Company with and into Pendrell
Washington, a recently-formed Washington corporation that is a wholly-owned subsidiary of the Company,
pursuant to the Merger Agreement. Prior to the Reincorporation, Pendrell Washington will have no material
assets or liabilities and will not have carried on any business. Upon completion of the Reincorporation, Pendrell
Washington will succeed to the assets and liabilities of the Company and will continue to operate our business
under the name “Pendrell Corporation” unless we subsequently change that name. The Merger Agreement is
attached to this Proxy Statement as Appendix A,

Prior to the Reincorporation, Pendrell Washington will have ten shares of Class A Common Stock issued
and outstanding, and ten shares of Class B Common Stock issued and outstanding, each held by the Company,
with only minimal capital. Upon completion of the Reincorporation, each outstanding share of Class A Common
Stock of the Company will be automatically converted into one share of Class A Common Stock of Pendrell
Washington, and each outstanding share of Class B Common Stock of the Company will be automatically
converted into one share of Class B Common Stock of Pendrell Washington. In addition, all outstanding options,
rights or warrants exercisable for shares of the Company’s Common Stock will be automatically converted into
comparable options, rights and warrants of Pendrell Washington. The terms of the Merger Agreement will
provide that the ten outstanding shares of outstanding Series A Common Stock and the ten outstanding shares of
Series B Common Stock of Pendrell Washington currently held by the Company will be cancelled upon the
effectiveness of the Reincorporation, with the result that the Company’s current stockholders will be the only
stockholders of Pendrell Washington.

Subject to obtaining requisite stockholder approval for the Reincorporation, the Reincorporation will
become effective upon the filing of articles of merger with the Washington Secretary of State and a certificate of
merger with the Delaware Secretary of State. We expect that the Delaware Secretary of State will insist that the
Company satisfy its accrued franchise tax for 2012 before accepting the filing of the certificate of merger. Upon
the effectiveness of the Reincorporation, the articles of incorporation and the bylaws of Pendrell Washington, in
substantially the forms attached to this Proxy Statement as Appendices B and C, respectively, will govern
corporate operations and activities of the Company.

Comparison of Stockholder Rights Before and After the Reincorporation

Because of differences between the Delaware General Corporation Law (the “DGCL”) and the Washington
Business Corporation Act (the “RCW?”), as well as differences between the Company’s charter documents before
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and after the Reincorporation, the Reincorporation will effect some changes in the rights of the Company’s
stockholders. Summarized below are the most significant differences between the rights of the stockholders of
the Company before and after the Reincorporation, as a result of the differences among the DGCL and the RCW,
and the Delaware charter documents and the Washington charter documents.

We have endeavored to conform the Washington charter documents as closely as possible to the existing
Delaware charter documents. However, some minor differences appear in the documents where such differences
were necessary to adapt the existing provisions under Delaware law to differing requirements under Washington
law. For instance, under Delaware law the ability of a stockholder to call a special meeting of stockholders is
automatically limited to a particular set of circumstances, but under Washington law those circumstances must be
described in the articles of incorporation. Similarly, Washington law requires that the reduction of certain voting
thresholds, such as in connection with a change in control transaction, be described in the articles of
incorporation, whereas those reductions apply automatically under Delaware law. The ability of stockholders to
take non-unanimous action without a meeting under Washington law is also more limited with respect to a public
company such as the Company. As a result, the shareholders of Pendrell Washington, unlike the stockholders of
Pendrell Delaware, will not be permitted to take action by non-unanimous written consent.

The summary below is not intended to be relied upon as an exhaustive list of all differences or a complete
description of the differences between the DGCL and the Delaware charter documents, on the one hand, and the
RCW and the Washington charter documents, on the other hand. The summary below is qualified in its entirety
by reference to the DGCL, the Delaware charter documents, the RCW and the Washington charter documents.

Authorized Capital Stock
Delaware Provisions

Pendrell Delaware’s authorized capital stock
consists of 1,125,000,000 shares, $0.01 par value per
share, of which (i) 900,000,000 shares are Class A
Common Stock, (ii) 150,000,000 shares are Class B
Common Stock, and (iii) 75,000,000 shares are Preferred
Stock, with 2,800,000 shares of Preferred Stock
designated Series A Junior Participating Preferred Stock,
and 600,000 shares of Preferred Stock designated Series
B Junior Participating Preferred Stock (each of which
were designated in connection with the Company’s
adoption of a Tax Benefits Preservation Plan in January,
2010, as described more fully below). The remaining
shares of Preferred Stock may be designated by the Board
of Directors without stockholder action.

The holders of Pendrell Delaware’s capital stock
have the following voting rights for all matters voted on
by the stockholders, including the election of directors:

¢ Each share of Class A Common Stock is
entitled to one vote;

¢ Each share of Class B Common Stock is
entitled to ten votes;

e Each Unit of Series A Junior Participating
Preferred Stock is entitled to one vote (subject
to certain adjustments as described in the
charter); and
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Washington Provisions

Pendrell Washington’s authorized capital stock
will mirror exactly the authorized capital stock of
Pendrell Delaware. Such authorized capital stock will
consist of 1,125,000,000 shares, $0.01 par value per
share, of which (i) 900,000,000 shares will be Class A
Common Stock, (ii) 150,000,000 shares will be Class
B Common Stock, and (iii) 75,000,000 shares will be
Preferred Stock. 2,800,000 shares of the Preferred
Stock will be designated Series A Junior Participating
Preferred Stock, and 600,000 shares of the Preferred
Stock will be designated Series B Junior Participating
Preferred Stock, which mirrors the designations made
in connection with Pendrell Delaware’s adoption of a
Tax Benefits Preservation Plan in January 2010, as
described more fully below. The remaining
authorized but undesignated shares of Preferred Stock
may be designated by the Board of Directors without
stockholder action.

The holders of Pendrell Washington’s capital
stock will have the following voting rights for all
matters voted on by the stockholders, including the
election of directors:

¢ Each share of Class A Common Stock will
be entitled to one vote;
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Delaware Provisions

» Each Unit of Series B Junior Participating
Preferred Stock is entitled to ten votes (subject
to certain adjustments as described in the
charter).

The holders of Pendrell Delaware’s Common Stock
have no cumulative voting, redemption or preemptive
rights. The holders of Class B Common Stock have the
right to convert each such share into one share of
Class A Common Stock. Additionally, any share of
Class B Common Stock that is transferred to a person
who is not a permitted transferee (which term includes
Craig O. McCaw, one of our major stockholders, and his
affiliated entities) under the terms of Pendrell
Delaware’s certificate of incorporation will
automatically be converted into one share of Class A
Common Stock. The holders of the Pendrell Delaware’s
Common Stock are entitled to such dividends as may be
declared from time to time by the Board of Directors
from funds available therefor, and upon liquidation will
be entitled to receive pro rata all assets of Pendrell
Delaware available for distribution to such holders.

Pendrell Delaware’s Series A Junior Participating
Preferred Stock and Series B Junior Participating
Preferred Stock are not redeemable. Each Unit of Series
A Junior Participating Preferred Stock and Series B
Junior Participating Preferred Stock is entitled, when, as
and if declared by the Board of Directors, to a minimum
preferential quarterly dividend payment of the greater of
(a) $0.001 and (b) an amount equal to the dividend
declared per share of Class A Common Stock or Class B
Common Stock, respectively. In the event of liquidation,
dissolution or winding up of Pendrell Delaware, the
holders of the Series A Junior Participating Preferred
Stock and Series B Junior Participating Preferred Stock
will be entitled to a minimum preferential payment of
the greater of (a) $0.01 per Unit and (b) an amount equal
to the payment made per share of Class A Common
Stock or Class B Common Stock, respectively. Holders
of Series B Junior Participating Preferred Stock have the
right to convert their Units of Series B Junior
Participating Preferred Stock into an equal number of
Units of Series A Junior Participating Preferred Stock at
any time. Units of Series B Junior Participating
Preferred Stock will automatically be converted into an
equal number of Units of Series A Junior Participating
Preferred Stock upon any transfer, other than certain
permitted transfers. These rights are protected by
customary anti-dilution provisions.
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Washington Provisions

¢ Each share of Class B Common Stock will
be entitled to ten votes;

* Each “Unit” (which is equal to 1/1000 of a
share) of Series A Junior Participating
Preferred Stock will be entitled to one vote
(subject to certain adjustments as described
in the articles of incorporation); and

» Each Unit of Series B Junior Participating
Preferred Stock will be entitled to ten votes
(subject to certain adjustments as described
in the articles of incorporation).

The holders of Pendrell Washington’s Common
Stock will not have any cumulative voting,
redemption or preemptive rights. The holders of Class
B Common Stock will have the right to convert each
such share into one share of Class A Common Stock.
Additionally, any share of Class B Common Stock
that is transferred to a person who is not a permitted
transferee (which term includes Craig O. McCaw, one
of our major stockholders, and his affiliated entities)
under the terms of Pendrell Washington’s articles of
incorporation will automatically be converted into
one share of Class A Common Stock. The holders of
Pendrell Washington’s Common Stock will be
entitled to such dividends as may be declared from
time to time by the Board of Directors from funds
available therefor, and upon liquidation will be
entitled to receive pro rata all assets of Pendrell
Washington available for distribution to such holders.

The Pendrell Washington Series A Junior
Participating Preferred Stock and Series B Junior
Participating Preferred Stock will not be redeemable.
Each Unit of Series A Junior Participating Preferred
Stock and Series B Junior Participating Preferred
Stock will be entitled, when, as and if declared by the
Board of Directors, to a minimum preferential
quarterly dividend payment of the greater of (a)
$0.001 and (b) an amount equal to the dividend
declared per share of Class A Common Stock or Class
B Common Stock, respectively. In the event of
liquidation, dissolution or winding up of Pendrell
Washington, the holders of the Series A Junior
Participating Preferred Stock and Series B Junior
Participating Preferred Stock will be entitled to a
minimum preferential payment of the greater of (a)
$0.01 per Unit and (b) an amount equal to the
payment made per share of Class A Common Stock
or Class B Common Stock, respectively. Holders of



Number of Directors; Election; Removal; Filling Vacancies; Independent Directors

Delaware Provisions

The Pendrell Delaware charter documents provide
that there shall be at least one director and no more than
17 directors and that the number of directors may be
increased or decreased at any time by a vote of a
majority of the entire Board of Directors. The number of
directors is currently set at eight. Delaware law permits
a corporation to classify its board of directors so that
less than all of the directors are elected each year to
overlapping terms. The Pendrell Delaware charter
documents do not provide for a classified board of
directors and each director will serve for a term ending
on the date of the subsequent annual meeting following
the annual meeting at which such director was elected.

Under the DGCL, stockholders may remove one or
more directors with or without cause. The Pendrell
Delaware bylaws provide that the stockholders may
remove one or more directors with or without cause at a
special meeting called for the purpose of removing the
director, or at an annual meeting, upon the affirmative
vote of the holders of a majority of the votes entitled to
vote for the election of directors. A vacancy on the
Board of Directors, whether created as a result of the
death, resignation, disqualification or removal of a
director or resulting from an enlargement of the Board
of Directors, may only be filled by a majority of the
directors then in office.
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Washington Provisions

Series B Junior Participating Preferred Stock will
have the right to convert their Units of Series B Junior
Participating Preferred Stock into an equal number of
Units of Series A Junior Participating Preferred Stock
at any time. Units of Series B Junior Participating
Preferred Stock will automatically be converted into
an equal number of Units of Series A Junior
Participating Preferred Stock upon any transfer, other
than certain permitted transfers. These rights are
protected by customary anti-dilution provisions.

All of the shares of Pendrell Washington’s capital
stock issued in connection with the Reincorporation will
be validly issued, fully paid and non-assessable.

Washington Provisions

The Pendrell Washington charter documents will
provide that the number of directors shall not be less
than one nor more than 17, with the specific number
of directors to be set by a resolution of a majority of
the Board of Directors. The number of directors will
be initially set at eight. The directors will be elected
by the holders of Class A Common Stock and Class B
Common Stock, voting together as a single class, at
the annual meeting and all directors will hold office
until their successors are elected and qualified, or
until their earlier death, resignation or removal. The
RCW permits a corporation to classify its board of
directors so that less than all of the directors are
elected each year to overlapping terms. The Pendrell
Washington charter documents will not provide for a
classified board of directors and each director will
serve for a term ending on the date of the next
subsequent annual meeting following the annual
meeting at which such director was elected.
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Under the RCW, stockholders may remove one
or more directors with or without cause unless the
articles of incorporation provide that directors may be
removed only for cause. The Pendrell Washington
articles of incorporation will not adopt this limitation.
A director may be removed by the stockholders only
at a special meeting called for that purpose. The
Pendrell Washington charter documents will provide
that the stockholders may remove one or more
directors with or without cause at a special meeting
called for the purpose of removing the director, or at
an annual meeting, upon the affirmative vote of the
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Cumulative Voting for Directors
Delaware Provisions

Delaware law permits cumulative voting if
provided in the certificate of incorporation. The Pendrell
Delaware charter documents expressly prohibit
cumulative voting.

Corporate Action Without a Stockholder Meeting
Delaware Provisions

The DGCL permits corporate action to be taken
non-unanimously without a meeting of stockholders upon
the written consent of the holders of that number of shares
necessary to authorize the proposed corporate action being
taken, unless the certificate of incorporation expressly
provide otherwise (which Pendrell Delaware’s charter does
not). In the event a proposed corporate action is taken
without a meeting by less than unanimous written consent
of stockholders, the DGCL requires that prompt notice of
the taking of such action be sent to those stockholders who
have not consented in writing.

Business Combinations; Interested Transactions
Delaware Provisions

Section 203 of the DGCL provides that, subject to
certain exceptions specified therein, a corporation shall
not engage in any business combination with any
“interested stockholder” for a three-year period
following the date that such stockholder becomes an
interested stockholder unless (i) prior to such date, the
board of directors of the corporation approved either the
business combination or the transaction which resulted
in the stockholder becoming an interested stockholder,
(i1) upon consummation of the transaction which
resulted in the stockholder becoming an interested
stockholder, the interested stockholder owned at least
85% of the voting stock of the corporation outstanding
at the time the transaction commenced (excluding shares
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Washington Provisions

holders of a majority of the votes entitled to vote for
the election of directors. A vacancy on the Board of
Directors, whether created as a result of the death,
resignation, disqualification or removal of a director
or resulting from an enlargement of the Board of
Directors, may only be filled by a majority of the
directors then in office.

Washington Provisions

Under Washington law, unless the articles of
incorporation provide otherwise, stockholders are
entitled to use cumulative voting in the election of
directors. The Pendrell Washington charter
documents will expressly prohibit cumulative voting.

Washington Provisions

If the corporation is a public company, which
Pendrell Washington will be, the RCW only permits
action to be taken by stockholders without holding an
actual meeting if the action is taken unanimously by
all stockholders entitled to vote on the action.

Washington Provisions

Section 23B.19.040 of the RCW provides that a
Washington public company may not, for a period of
five years following the date on which a stockholder
becomes the beneficial owner of ten percent or more
of the corporation’s outstanding shares, without the
prior approval of the corporation’s board of directors
of the transaction or of the acquisition by the
stockholder resulting in the stockholder’s ownership
of ten percent or more of the corporation’s
outstanding shares, engage in (i) a merger, share
exchange, or consolidation with such stockholder or
an affiliate of such stockholder, (ii) a sale or other
disposition to such stockholder of assets with a value
equal to five percent or more of the aggregate market



Delaware Provisions

held by directors who are also officers and employee
stock purchase plans in which employee participants do
not have the right to determine confidentially whether
plan shares will be tendered in a tender or exchange
offer), or (iii) on or subsequent to such date, the
business combination is approved by the board of
directors of the corporation and by the affirmative vote
at an annual or special meeting, and not by written
consent, of at least 662/3% of the outstanding voting
stock which is not owned by the interested stockholder.
Except as specified in Section 203 of the DGCL, an
interested stockholder is defined to include (a) any
person that is the owner of 15% or more of the
outstanding voting stock of the corporation or is an
affiliate or associate of the corporation and was the
owner of 15% or more of the outstanding voting stock
of the corporation, at any time within three years
immediately prior to the relevant date, and (b) the
affiliates and associates of any such person.

Under certain circumstances, Section 203 of the
DGCL may make it more difficult for a person who
would be an “interested stockholder” to effect various
business combinations with a corporation for a three-
year period, although the corporation’s certificate of
incorporation or stockholders may elect to exclude a
corporation from the restrictions imposed thereunder.
Pendrell Delaware’s certificate of incorporation
excludes the Company from the restrictions imposed
under Section 203 of the DGCL.

Limitation of Liability of Directors
Delaware Provisions

The DGCL permits a corporation to include a
provision in its certificate of incorporation eliminating
or limiting the personal liability of a director to the
corporation or its stockholders for damages for certain
breaches of the director’s fiduciary duty. However, no
such provision may eliminate or limit the liability of a
director: (i) for any breach of the director’s duty of
loyalty to the corporation or its stockholders; (ii) for acts
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Washington Provisions

value of all the corporation’s assets, or having an
aggregate value equal to five percent or more of the
aggregate market value of all the outstanding shares of
the corporation, or representing five percent or more of
the earning power of the corporation, (iii) a termination,
as a result of such stockholder’s acquisition of ten
percent or more of the shares of the corporation, of five
percent or more of the employees of the corporation
employed in Washington whether at one time or over the
five-year period following the date that the stockholder
acquires ten percent of the corporation’s voting
securities, (iv) an issuance, transfer or redemption by the
corporation of shares, options or warrants to such
stockholder, (v) a liquidation or dissolution proposed by
or pursuant to an agreement with such stockholder, (vi) a
reclassification of securities, including any share splits,
share dividend or other distribution of shares in respect
of stock, proposed by or pursuant to any agreement with
such stockholder that has the effect of increasing the
proportionate share of the outstanding shares of a class
of shares owned by such stockholder, or (vii) a
transaction with such stockholder in which the
corporation makes any loans or advances to such
stockholder or provides other financial assistance or tax
credits or other tax advantages to such stockholder
through the target corporation.

Under certain circumstances, Section
23B.19.040 of the RCW may make it more difficult
for a person who is a 10% stockholder to effect
various business combinations with a corporation for
a five-year period and, in some cases, at any time.

In contrast to the comparable provisions under
Delaware law, a Washington corporation is not
permitted to exclude itself from these restrictions
through a statement to that effect in its charter
documents.

Washington Provisions

The RCW permits a corporation to include in its
articles of incorporation provisions that eliminate or
limit the personal liability of a director to the
corporation or its stockholders for monetary damages
for conduct as a director, provided that such
provisions may not eliminate or limit the liability of a
director for acts or omissions that involve (i)
intentional misconduct by the director or a knowing
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Delaware Provisions

or omissions not in good faith or which invoive
intentional misconduct or a knowing violation of law;
(iii) for declaration of unlawful dividends or illegal
redemptions or stock repurchases; or (iv) for any
transaction from which the director derived an improper
personal benefit.

Pendrell Delaware’s certificate of incorporation
provides that a director will not be personally liable to
the Company or its stockholders for monetary damages
for breach of fiduciary duty as a director, except as
expressly provided in the DGCL. While these provisions
provide directors with protection from awards for
monetary damages for breaches of their duty of care,
they do not eliminate such duty. Accordingly, these
provisions will have no effect on the availability of
equitable remedies such as an injunction or rescission
based on a director’s breach of the duty of care.

Indemnification of Officers and Directors

Washington Provisions

violation of law by a director, (ii) liability for
unlawful distributions, or (iii) any transaction from
which the director will personally receive a benefit in
money, property or services to which the director is
not legally entitled. The exclusions from a director’s
limitation of liability are narrower and more specific
under Washington law than under the comparable
provisions of Delaware law, with the result that the
scope of the release of liability may be broader under
Washington law.

Pendrell Washington’s articles of incorporation
will provide that a director shall have no personal
liability to the Company or its stockholders for
monetary damages for breach of conduct as a director;
provided that a director will remain liable for acts or
omissions that involve intentional misconduct by a
director or a knowing violation of law by a director, for
voting or assenting to an unlawful distribution, or for
any transaction from which the director will personally
receive a benefit in money, property, or services to
which the director is not legally entitled. While these
provisions provide directors with protection from
awards for monetary damages for breaches of their
duty of care, they do not eliminate such duty. This
provision does not affect the availability of equitable
remedies such as an injunction based upon a director’s
breach of the duty of care.

Both the RCW and the DGCL permit a corporation to indemnify officers, directors, employees and agents
for actions taken in good faith and in a manner they reasonably believed to be in, or not opposed to, the best
interests of the corporation, and with respect to any criminal action, which they had no reasonable cause to
believe was unlawful. Both states’ laws provide that a corporation may advance expenses of defense (upon
receipt of a written undertaking to reimburse the corporation if indemnification is not appropriate), and both
states permit a corporation to purchase and maintain liability insurance for its directors and officers.

Delaware Provisions

The DGCL provides that indemnification may not
be made for any matter as to which a person has been
adjudged by a court of competent jurisdiction to be
liable to the corporation, unless and only to the extent a
court determines that the person is entitled to indemnity
for such expenses as the court deems proper.

Pendrell Delaware’s charter documents provide
that it shall indemnify each person whom it may
indemnify to the extent permitted by the DGCL and that
the Company may purchase and maintain insurance on
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Washington Provisions

The RCW provides that a corporation may not
indemnify a director in connection with a proceeding
in which the director was adjudged liable to the
corporation or in connection with any other
proceeding in which the director was adjudged liable
on the basis that personal benefit was improperly
received by the director.

Pendrell Washington’s charter documents will
provide that it shall indemnify each person whom it
may indemnify to the maximum extent permitted by



Delaware Provisions

behalf of any person who is or was serving as a director,
officer, employee or agent of the Company, or of
another entity at the request of the Company.

Special Meetings of Stockholders
Delaware Provisions

Under the DGCL, a special meeting of stockholders
may be called by the corporation’s board of directors or
by such persons as may be authorized by the
corporation’s certificate of incorporation or bylaws.

Pendrell Delaware’s charter documents provide
that a special meeting may be called at any time by
(i) the Company’s Chairman of the Board, (ii) the
Company’s Chief Executive Officer, (iii) the
Company’s President, or (iv) by stockholders holding at
least a majority of all votes attributable to the issued and
outstanding shares of the Company taken together as a
single class.

Amendment or Repeal of the Certificate of Incorporation

Delaware Provisions

Under the DGCL, unless the certificate of
incorporation otherwise provides, amendments to the
certificate of incorporation generally require the
approval of the holders of a majority of the outstanding
stock entitled to vote thereon, and if the amendment
would increase or decrease the number of authorized
shares of any class or series or the par value of such
shares, or would adversely affect the rights, powers or
preferences of such class or series, a majority of the
outstanding stock of such class or series also would have
to approve the amendment.

Pendrell Delaware’s charter documents provide
that it reserves the right to amend, alter, change or
repeal any provision contained in the Company’s
certificate of incorporation, in the manner prescribed by
statute and in the charter documents, and that all rights
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Washington Provisions

the RCW and that the Company may purchase and
maintain insurance on behalf of any person who is or
was serving as a director, officer, employee or agent
of the Company, or of another entity at the request of
the Company.

Washington Provisions

Under the RCW, a corporation must hold a
special meeting of stockholders upon request by the
board of directors or by such persons authorized to do
so by the articles of incorporation or bylaws. A
corporation must also hold a special meeting of
stockholders if the holders of at least ten percent of all
votes entitled to be cast at a special meeting deliver to
the corporation a demand for a special meeting.
However, a corporation that is a public company may
in its articles of incorporation limit or deny the right
of stockholders to call a special meeting.

Pendrell Washington’s charter documents will
provide that special meetings of stockholders may be
called at any time by (i) the Company’s Chairman of
the Board, (ii) the Company’s Chief Executive
Officer, (iii) the Company’s President, or (iv) by
stockholders holding at least a majority of all votes
attributable to the issued and outstanding shares of the
Company taken together as a single class.

Washington Provisions

Under the RCW, a board of directors may amend
a corporation’s articles of incorporation without
stockholder approval (i) to change any provisions
with respect to the par value of any class of shares,
(i) to delete the names and addresses of the initial
directors, (iii) to delete the name and address of the
initial registered agent or registered officer, (iv) if the
corporation has only one class of shares outstanding,
solely to effect a forward or reverse stock split, or
change the number of authorized shares of that class
in proportion to such forward or reverse split, or (v) to
change the corporate name. Other amendments to the
articles of incorporation must be approved, in the case
of a public company, by a majority of the votes
entitled to be cast on the proposed amendment.
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Delaware Provisions

conferred upon stockholders in the Company’s charter
documents are granted subject to this reservation.

Amendment to Bylaws
Delaware Provisions

Under the DGCL, directors may amend the bylaws
of a corporation only if such right is expressly conferred
upon the directors in its certificate of incorporation.

Pendrell Delaware’s charter documents provide
that the Board of Directors and the stockholders have
the power to adopt, amend, alter or repeal the bylaws of
the Company:

Committees of the Board of Directors
Delaware Provisions

The DGCL provides that the board of directors may
delegate certain of its duties to one or more committees
elected by a majority of the board of directors. A
Delaware corporation can delegate to a committee of the
board of directors, among other things, the authority to
nominate candidates for election to the office of
director, to fill vacancies on the board of directors, to
reduce earned or capital surplus, and to authorize the
acquisition of the corporation’s own stock. Moreover, if
the corporation’s certificate of incorporation or bylaws,
or the resolution of the board of directors creating the
committee so permits, a committee of the board of
directors may declare dividends and authorize the
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Washington Provisions

Pendrell Washington’s charter documents will
provide that it reserves the right to amend, alter,
change or repeal any provision contained in the
Company’s articles of incorporation in any manner
permitted by the RCW. There may also be class or
series voting rights in some circumstances as
described below.

Washington Provisions

The RCW provides that the board of directors may
amend or repeal the corporation’s bylaws unless the
articles of incorporation reserve this power exclusively
to the stockholders; or unless the stockholders, in
amending or repealing a particular bylaw, provide
expressly that the board of directors may not amend or
repeal that bylaw. The stockholders may also amend or
repeal the corporation’s bylaws, or adopt new bylaws,
even though the bylaws may also be amended or
repealed by the board of directors. The bylaws may
contain any provision, not in conflict with Washington
law or the articles of incorporation, for managing the
business and regulating the affairs of the corporation.

Pendrell Washington’s charter documents will
provide that the Board of Directors has the power to
adopt, amend or repeal the bylaws of the Company,
subject to the power of the stockholders to amend or
repeal the bylaws, and that the stockholders also have
the power to amend or repeal the bylaws and to adopt
new bylaws,

Washington Provisions

The RCW provides that the board of directors
may delegate certain of its duties to one or more
committees elected by a majority of the board of
directors. Under the RCW, each committee may
exercise such powers of the board of directors as are
specified by the board of directors; however, a
committee may not (i) authorize or approve a
distribution except in accordance with a general
formula or method prescribed by the board of
directors, (ii) approve or propose to stockholders any
action that the RCW requires be approved by
stockholders, (iii) fill vacancies on the board of
directors or on any of its committees, (iv) amend the



Delaware Provisions

issuance of stock. However, a committee may not

(i) approve or adopt, or recommend to the stockholders,
any action or matter (other than the election or removal
of directors) expressly required by the DGCL to be
submitted to stockholders for approval, or (ii) adopt,
amend or repeal any bylaw of the corporation.

Mergers and Acquisitions
Delaware Provisions

Under the DGCL, a merger, consolidation, sale of
all or substantially all of a corporation’s assets other
than in the regular course of business or dissolution of a
corporation must be approved by a majority of the
outstanding shares entitled to vote. No vote of
stockholders of a constituent corporation surviving a
merger, however, is required (unless the corporation
provides otherwise in its certificate of incorporation) if
(i) the merger agreement does not amend the certificate
of incorporation of the surviving corporation, (ii) each
share of stock of the surviving corporation outstanding
before the merger is an identical outstanding or treasury
share after the merger, and (iii) the number of shares to
be issued by the surviving corporation in the merger
does not exceed 20% of the shares outstanding
immediately prior to the merger.
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Washington Provisions

articles of incorporation, (v) adopt, amend or repeal
bylaws, (vi) approve a plan of merger not requiring
stockholder approval, or (vii) approve the issuance or
sale of shares or determine the designation and
relative rights, preferences and limitations of a class
or series of shares.

Washington Provisions

Under the RCW, a merger, share exchange,
consolidation, sale of substantially all of a
corporation’s assets other than in the regular course of
business, or dissolution of a public corporation must
be approved by the affirmative vote of a majority of
directors when a quorum is present, and by two-thirds
of all votes entitled to be cast by each voting group
entitled to vote as a separate group, unless a higher or
lower proportion is specified in the articles of
incorporation.

Pendrell Washington’s charter documents will
reduce this threshold to a majority of the votes
entitled to be cast by the stockholders of the
Company, voting together as a single class.

The RCW also provides that certain mergers
need not be approved by the stockholders of the
surviving corporation if: (i) the articles of
incorporation will not change in the merger, except
for specified permitted amendments; (ii) no change
occurs in the number, designations, preferences,
limitations and relative rights of shares held by those
stockholders who were stockholders prior to the
merger; (iii) the number of voting shares outstanding
immediately after the merger, plus the voting shares
issuable as a result of the merger, will not exceed the
authorized voting shares specified in the surviving
corporation’s articles of incorporation immediately
prior to the merger; and (iv) the number of
participating shares outstanding immediately after the
merger, plus the number of participating shares
issuable as a result of the merger, will not exceed the
authorized participating shares specified in the
corporation’s articles of incorporation immediately
prior to the merger.
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Class Voting

Delaware Provisions

The DGCL requires voting by separate classes only

with respect to amendments to the certificate of
incorporation that adversely affect the holders of those
classes or that increase or decrease the aggregate
number of authorized shares or the par value of the
shares of any of those classes.

Preemptive Rights
Delaware Provisions

Under Delaware law, a stockholder does not have
preemptive rights to purchase a proportional percentage

of newly issued shares unless such rights are specifically

granted in the certificate of incorporation.

Pendrell Delaware’s certificate of incorporation
provide that stockholders do not have any preemptive
rights.

-52-

Washington Provisions

Under the RCW, a corporation’s articles of
incorporation may authorize one or more classes or
series of shares that have special, conditional or
limited voting rights, including the right to vote on
certain matters as a group. Additionally, under the
RCW, classes or series of shares have, by default
application, special voting rights with respect to
certain corporate matters, such as certain amendments
to the articles of incorporation and mergers and share
exchanges. Under the RCW, a corporation’s articles
of incorporation may expressly limit the rights of
holders of a class or series to vote as a group with
respect to certain amendments to the articles of
incorporation and as to mergers and share exchanges,
even though they may adversely affect the rights of
holders of that class or series.

Pendrell Washington’s articles of incorporation
will not authorize special, conditional or limited class
or series voting rights and will expressly limit class or
series voting rights with respect to mergers and share
exchanges as well as amendments to the Company’s
articles of incorporation that would increase the
authorized shares of a class or series or establish or
increase distribution rights that are prior or on a parity
with a particular class or series.

Washington Provisions

Under the RCW, a stockholder has preemptive
rights to purchase a proportional percentage of newly
issued shares (subject to certain statutory exceptions
such as shares issued as compensation to directors,
officers, agents or employees of the corporation,
shares issued pursuant to the conversion of certain
convertible securities, shares issued pursuant to the
corporation’s initial plan of financing or shares sold
for consideration other than money) unless such rights
are specifically denied in the articles of incorporation.

Pendrell Washington’s articles of incorporation
will provide that stockholders do not have any such
statutory preemptive rights.



Transactions with Officers and Directors
Delaware Provisions

The DGCL provides that contracts or transactions
between a corporation and one or more of its officers or
directors or an entity in which they have an interest is
not void or voidable solely because of such interest or
the participation of the director or officer in a meeting of
the board of directors or a committee which authorizes
the contract or transaction if (i) the material facts as to
the relationship or interest and as to the contract or
transaction are disclosed or are known to the board of
directors or the committee, and the board of directors or
committee in good faith authorizes the contract or
transaction by the affirmative votes of a majority of
disinterested directors, even though the disinterested
directors are less than a quorum, or (ii) the material facts
as to the relationship or interest and as to the contract or
transaction are disclosed or are known to the
stockholders entitled to vote thereon, and the contract or
transaction is specifically approved in good faith by vote
of the stockholders; otherwise, there must be a showing
that the contract or transaction is fair as to the
corporation as of the time it is authorized, approved or
ratified by the board of directors, a committee thereof or
the stockholders.

As permitted under Delaware law, Pendrell
Delaware’s certificate of incorporation contains specific
procedures intended to regulate and guide transactions
that may involve Craig O. McCaw and/or his affiliated
entities (who are directly or indirectly significant
stockholders of the Company) on the one hand, and the
Company, on the other hand.

Stock Redemptions and Repurchases
Delaware Provisions

Under the DGCL, a corporation may purchase or
redeem its own shares of capital stock, except when the
capital of the corporation is impaired or when such
purchase or redemption would cause any impairment of
the capital of the corporation.
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Washington Provisions

The RCW sets forth a safe harbor that insulates
certain kinds of transactions between a corporation and
one or more of its directors from being challenged as to
its legality or fairness. A conflicting interest transaction
may not be enjoined, set aside or give rise to damages if,
after disclosure of the material facts of such conflicting
interest transaction (i) it is approved by a majority of the
qualified directors on the board of directors or an
authorized committee, but in either case no fewer than
two qualified directors, or (ii) it is approved by a
majority of all qualified shares; otherwise, there must be
a showing that, at the time of commitment, the
transaction was fair to the corporation. For purposes of
this provision, “qualified director” is one who does not
have (a) a conflicting interest respecting the transaction,
or (b) a familial, financial, professional or employment
relationship with a non-qualified director which
relationship would reasonably be expected to exert an
influence on the qualified director’s judgment when
voting on the transaction. “Qualified shares” are defined
generally as shares other than those beneficially owned,
or the voting of which is controlled, by a director who
has a conflicting interest respecting the transaction.

Pendrell Washington’s articles of incorporation
will not include specific procedures to regulate
transactions that may involve Craig O. McCaw and/or
his affiliated entities (who will be direct or indirect
significant shareholders of Pendrell Washington) on
the one hand, and Pendrell Washington, on the other
hand, as any such transactions will be regulated and
guided in accordance with the procedures set forth in
the RCW. The inclusion of language regarding
potential conflicting interest transactions in a
company’s articles of incorporation would not change
the manner by which such transactions are treated
under Washington law.
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Washington Provisions

Under the RCW, a corporation may repurchase
or redeem its own shares provided that no repurchase
or redemption may be made if, after giving effect to
the repurchase or redemption (i) the corporation
would not be able to pay its liabilities as they
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Proxies
Delaware Provisions

Under the DGCL, a proxy executed by a
stockholder will remain valid for a period of three years
unless the proxy provides for a longer period, or unless
it is revoked by such stockholder. A proxy will be
irrevocable by the stockholder granting it if it includes a
statement as to its irrevocable nature, and is coupled
with an interest.

Consideration for Stock
Delaware Provisions

Under the DGCL, a corporation may accept as
consideration for its stock a combination of cash,
property or past services in an amount not less than the
par value of the shares being issued, and a secured
promissory note or other binding obligation executed by
the subscriber for any balance, the total of which must
equal at least the par value of the issued stock, as
determined by the board of directors.

Stockholders Rights to Examine Books and Records
Delaware Provisions

The DGCL provides that any stockholder of record
may demand to examine the corporation’s books and
records (including stock ledger, list of stockholders, and
its other books and records), during reasonable business
hours, for any proper purpose. If management of the
corporation refuses, the stockholder can compel release
of the books by court order.
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Washington Provisions

become due or (ii) the corporation’s total assets would
be less than the sum of its total liabilities plus the
amount that would be needed, if the corporation were to
be dissolved at the time of the repurchase or redemption,
to satisfy the preferential rights upon dissolution of
stockholders whose preferential rights are superior to
those whose shares are being repurchased or redeemed.

Washington Provisions

Under the RCW, a proxy executed by a
stockholder will remain valid for eleven months
unless a longer period is expressly provided in the
appointment, or unless it is revoked by such
stockholder. A proxy will be irrevocable by the
stockholder granting it if it includes a statement as to
its irrevocable nature, and is coupled with an interest.

Washington Provisions

Under the RCW, a corporation may issue its
capital stock in return for consideration consisting of
any tangible or intangible property or benefit to the
corporation, including cash, promissory notes,
services performed, contracts for services to be
performed, or other securities of the corporation.

Washington Provisions

The RCW provides that upon five business days’
notice to the corporation a stockholder is entitled to
inspect and copy, during regular business hours at the
corporation’s principal office, the corporation’s
articles of incorporation, bylaws, minutes of all
stockholders’ meetings for the past three years,
certain financial statements for the past three years,
communications to stockholders within the past three
years, list of the names and business addresses of the
current directors and officers and the corporation’s
most recent annual report delivered to the secretary of
state. Upon five business days’ notice, so long as the
stockholder’s demand is made in good faith and for a
proper purpose, the stockholder describes with



Washington Provisions

reasonable particularity the stockholder’s purpose and the
records the stockholder desires to inspect, and the records
are directly connected with the stockholder’s purpose, a
stockholder may inspect and copy excerpts from minutes
of any meeting of the board of directors or other records
of actions of the board of directors, accounting records of
the corporation and the record of stockholders.

Appraisal and Dissenters’ Rights

Under the RCW and the DGCL, stockholders have appraisal or dissenter’s rights, respectively, in the event
of certain corporate actions such as a merger (though the availability of dissenter’s rights under the RCW occurs
in more circumstances than under the DGCL). These rights include the right to dissent from voting to approve
such corporate action, and demand fair value for the shares of the dissenting stockholder. If a proposed corporate
action creating dissenters’ rights is submitted to a vote at a stockholders meeting, a stockholder who wishes to
assert dissenters’ rights must (i) deliver to the corporation, before the vote is taken, written notice of his intent to
demand payment for his shares if the proposed action is effected, and (ii) not vote his shares in favor of the
proposed action. If fair value is unsettled, the DGCL and the RCW provide various procedures for the dissenter
and the corporation to arrive at a fair value, which may ultimately be resolved by petition to the Court of
Chancery or to a superior court of the county in Washington where a corporation’s principal office or registered
office is located, respectively. Although appraisal or dissenter’s rights are substantially similar in Delaware and
Washington, this discussion is qualified in its entirety by reference to the DGCL and the RCW, which provide
more specific provisions and requirements for dissenting stockholders.

Dividends

Delaware Provisions

The DGCL provides that the corporation may pay
dividends out of surplus, out of the corporation’s net
profits for the preceding fiscal year, or both, provided
that there remains in the stated capital account an
amount equal to the par value represented by all shares
of the corporation’s stock having a distribution
preference.

Merger with Subsidiary
Delaware Provisions

The DGCL provides that a parent corporation may

merge into a subsidiary and a subsidiary may merge into

its parent, without stockholder approval, where such

parent corporation owns at least 90% of the outstanding

shares of each class of capital stock of its subsidiary.
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Washington Provisions

The RCW provides that shares may be issued pro
rata and without consideration to the corporation’s
stockholders as a share dividend. The board of directors
may authorize other distributions to its stockholders
provided that no distribution may be made if, after giving
it effect (i) the corporation would not be able to pay its
liabilities as they become due in the usual course of
business or (ii) the corporation’s total assets would be less
than the sum of its total liabilities plus the amount that
would be needed, if the corporation were to be dissolved
at the time of the distribution, to satisfy the preferential
rights upon dissolution of stockholders whose preferential
rights are superior to those receiving the distribution.

Washington Provisions

The RCW provides that a parent corporation
may merge a subsidiary into itself without
stockholder approval if the parent corporation owns at
least 90% of the outstanding shares of each class of
capital stock of its subsidiary.
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Effective Time

If the Reincorporation is approved, it will become effective upon the later of the filing of the articles of
merger to be filed with the Secretary of State of Washington in accordance with the RCW and the certificate of
merger to be filed with the Secretary of State of Delaware in accordance with the DGCL. If the Reincorporation
is approved, it is anticipated that the Board of Directors will cause the Reincorporation to be effected as promptly
as reasonably possible following such approval. However, the Reincorporation may be delayed or terminated and
abandoned by action of the Board of Directors of the Company or Pendrell Washington at any time prior to the
effective time before or after the approval by the Company’s stockholders.

Effect on Common Stock

After the effective date of the Reincorporation, the Company will continue to be subject to periodic
reporting and other requirements of the Securities Exchange Act of 1934, as amended. Pendrell Washington will
apply to have shares of its Class A Common Stock listed on the NASDAQ Global Market under Pendrell
Delaware’s current symbol “PCO.” After the effective date of the Reincorporation, outstanding shares of
Common Stock will remain fully paid and non-assessable. The Company will make all necessary filings with
NASDAQ as required by SEC Rule 10b-17. You will not need to exchange your existing stock certificates of
Pendrell Delaware for stock certificates of Pendrell Washington.

Effect of Not Obtaining the Required Vote for Approval

If the Reincorporation proposal fails to obtain the requisite vote for approval, the Reincorporation will not
be consummated and the Company will continue to be incorporated in Delaware.

Accounting Treatment of the Reincorporation

The Reincorporation will be accounted for as a reverse merger under which, for accounting purposes, we
will be considered the acquirer and the surviving corporation will be treated as the successor to our historical
operations. Accordingly, our historical financial statements will be treated as the financial statements of the
surviving corporation.

No Appraisal Rights

Under the DGCL, dissenting stockholders do not have “appraisal rights” when a parent corporation merges
into its own wholly-owned subsidiary. Consequently, a stockholder of the Company who votes against this
proposal does not have a statutory right to demand payment of the “fair value” of his or her stock of the
Company.

Interested Parties

Except as described above with regard to potential benefits to be received by the officers and directors of the
Company arising from the liability limitation and indemnification provisions under the RCW as compared to the
DGCL, no director or executive officer of the Company has any interest, direct or indirect, in the Reincorporation
other than any interest arising from the ownership of Common Stock.

Tax Benefits Plan and Effect of Reincorporation on Net Operating Loss Carryforwards

Effective January 29, 2010, our Board of Directors adopted a Tax Benefits Preservation Plan (“Tax Benefits
Plan™) designed to preserve stockholder value and the value of certain tax assets primarily associated with net
operating loss carryforwards (“NOLs”) under Section 382 of the Internal Revenue Code (“Section 382”). The
Tax Benefits Plan was adopted in an effort to help the Company preserve its ability to utilize fully its NOLs to
reduce potential future federal income tax obligations. A description of the Tax Benefits Plan is included in the
Company’s Current Report on Form 8-K filed with the SEC on February 1, 2010.
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Upon the Reincorporation, Pendrell Washington will become a successor to Pendrell Delaware with respect
to the Tax Benefits Plan, with the provisions of the Tax Benefits Plan binding and inuring to the benefit of
Pendrell Washington.

We believe that the Reincorporation will have no impact on the future value or use of our NOLs because we
expect the Reincorporation to qualify as a reorganization under Section 368(a)(1)(F) of the Internal Revenue
Code by reason of being a mere change in identity, form, or place of organization of one corporation. Further, the
Reincorporation will not cause an ownership change, or make a future ownership change more likely.

Material U.S. Federal Income Tax Consequences of Reincorporation to our Shareholders

The following discussion addresses the material U.S. federal income tax consequences of the
Reincorporation to holders of shares of the Company’s Common Stock. We base this discussion on the U.S.
Internal Revenue Code, regulations, administrative rulings, administrative pronouncements and court decisions in
effect as of the date of this Proxy Statement, all of which are subject to differing interpretations and change,
possibly with retroactive effect. There can be no assurance that future legislation, regulations, administrative
rulings or court decisions would not alter the consequences discussed below.This summary is only for the general
information of holders of the Company’s Common Stock and does not purport to consider all potential tax
consequences of the Reincorporation. In addition, this summary does not address the U.S. federal income tax
consequences of the Reincorporation to stockholders subject to special tax rules, such as stockholders who are
non-United States persons, financial institutions, dealers in securities, insurance companies, tax-exempt entities,
regulated investment companies, pass-through entities, persons who have a functional currency other than the
dollar, stockholders who acquired their shares as compensation, whether through employee stock options or
otherwise or stockholders who hold the Company’s Common Stock other than as a capital asset.

We believe that the Reincorporation will qualify as a “reorganization” under section 368 of the Intemal
Revenue Code, as “a mere change in identity, form, or place of organization of one corporation, however
effected.” Assuming the Reincorporation qualifies as such a reorganization, the following U.S. federal income
tax consequences will generally result: (a) no gain or loss will be recognized by holders of the Company’s
Common Stock upon the conversion of their shares of Pendrell Delaware’s Common Stock into Pendrell
Washington’s Common Stock; (b) a stockholder’s tax basis in a share of Pendrell Washington’s Common Stock
will be the same as the stockholder’s tax basis in the corresponding share of Pendrell Delaware’s Common Stock
held immediately before the Reincorporation; (c) a stockholder’s holding period in a share of Pendrell
Washington’s Common Stock will include the period during which the stockholder held the corresponding share
of Pendrell Delaware’s Common Stock prior to the Reincorporation, provided the stockholder held the
corresponding share of Pendrell Delaware’s Common Stock as a capital asset at the time of the Reincorporation;
and (d) neither Pendrell Delaware nor Pendrell Washington will recognize gain or loss as a result of the
Reincorporation.

You should consult your own tax advisor to determine the particular tax consequences to you of the
Reincorporation, including the applicability and effect of federal, state, local, foreign and other tax laws.

The Board of Directors recommends that you vote “FOR” the approval of a change in the Company’s
state of incorporation from Delaware to Washington.
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PROPOSAL 4

APPROVAL OF THE PENDRELL CORPORATION 2012
EQUITY INCENTIVE PLAN

Description of Proposal

Stockholders are being asked to approve the Pendrell Corporation 2012 Equity Incentive Plan (the “2012
Plan”) so that Pendrell can continue to secure and retain employees, directors, consultants and/or advisors and
encourage their long-term service to the Company. The Board of Directors has approved, and recommends that
stockholders approve, the 2012 Plan.

Summary of the 2012 Plan

The purpose of the 2012 Plan is to assist the Company in securing and retaining the services of employees,
directors, consultants and/or advisors of the Company and to provide incentives for such individuals to exert
maximum efforts toward the Company’s success. The 2012 Plan allows for the grant of stock options, stock
appreciation rights, performance stock awards, performance cash awards, restricted stock awards, restricted stock
unit awards and other stock awards (collectively, “Awards”).

Administration

The Board of Directors has delegated the administration of the 2012 Plan to the Compensation Committee
of the Board of Directors (the “Plan Administrator”). The Plan Administrator has the authority, among other
things, to determine the participants to whom Awards may be granted, when and how each Award will be
granted, the terms and conditions of each Award (consistent with the terms of the 2012 Plan), the number of
shares subject to, or the cash value of, each such Award, and the fair market value applicable to each Award. The
Plan Administrator also has the authority to construe and interpret the 2012 Plan and any Awards granted
thereunder, and to delegate to one or more executive officers the authority to designate employees who are not
officers of the Company to receive options, stock appreciation rights and, to the extent permitted by applicable
law, other stock awards, and to determine the terms applicable to and the number of shares of Common Stock
subject to such awards. Under the 2012 Plan, the Plan Administrator also has the authority to reprice any
outstanding stock option or stock appreciation right by reducing the exercise, purchase or strike price of the stock
option or stock appreciation right or to cancel any outstanding stock option or stock appreciation right that has an
exercise price greater than the current fair market value of our common stock in exchange for cash or other stock
awards without obtaining the approval of our stockholders.

Eligible Individuals

Employees, directors, consultants and/or advisors of the Company or its subsidiaries are eligible to
participate in the 2012 Plan. Awards are made to individuals at the discretion of the Plan Administrator. As of the
Record Date, there were 52 employees, five non-employee directors, and 1 consultant of the Company and its
related entities who are eligible to participate in the Plan.

Shares Subject to the Plan

If the 2012 Plan is approved by our stockholders at the Annual Meeting, the aggregate number of shares of
Class A Common Stock (the “Common Stock™) that may be issued pursuant to Awards from and after the
effective date of the 2012 Plan will not exceed, in the aggregate, the sum of 37,952,546 shares, plus any shares
subject to outstanding stock awards granted under the 2000 Plan that (i) expire or terminate for any reason prior
to exercise or settlement; (ii) are forfeited, cancelled or otherwise returned due to the failure to meet a condition
required to vest such shares; or (iii) are reacquired, withheld or not issued to satisfy a tax withholding obligation
in connection with an award.
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Limitations on Incentive Stock Options

The aggregate fair market value, determined at the time of grant, of shares of our common stock with
respect to ISOs that are exercisable for the first time by an optionholder during any calendar year under all of our
stock plans may not exceed $100,000. The stock options or portions of stock options that exceed this limit are
treated as NSOs. No ISO may be granted to any person who, at the time of the grant, owns or is deemed to own
stock possessing more than 10% of our total combined voting power or that of any affiliate unless the following
conditions are satisfied:

»  the exercise price of the ISO must be at least 110% of the fair market value of the stock subject to the
ISO on the date of grant; and

* the term of the ISO must not exceed five years from the date of grant.

The aggregate maximum number of shares of common stock that may be issued pursuant to the exercise of
ISOs granted under the 2012 Plan is 52,200,000 shares.

Award Limits

The 2012 Plan includes individual award limits to satisfy certain tax deduction requirements under
Section 162(m) of the Internal Revenue Code of 1986, as amended. Subject to adjustment for changes in
capitalization, the aggregate number of shares that may be granted to any one recipient in any calendar year
cannot exceed (i) 15 million shares subject to options, stock appreciation rights and other stock awards whose
value is determined by reference to an increase in the stock price over 100% of the stock’s fair market value at
the time of grant, and (ii) 15 million shares subject to performance-based stock awards. The maximum dollar
amount of any payment made under the 2012 Plan to settle all or a portion of a performance-based cash award to
any one eligible participant in any calendar year cannot exceed $5 million.

Adjustments

In the event of a merger, consolidation, reorganization, recapitalization, reincorporation, stock dividend,
dividend in property other than cash, large nonrecurring cash dividend, stock split, reverse stock split, liquidating
dividend, combination or exchange of shares, change in corporate structure or similar equity restructuring
transaction, then proportional adjustments will be made to the class(es) and maximum number of securities
(i) subject to the 2012 Plan, (ii) issuable to any one recipient, (iii) issuable pursuant to the exercise of incentive
stock options, and (iv) subject to outstanding stock awards, and the per share price of such securities.

Types of Awards

Stock Options. The Plan Administrator may grant both nonqualified stock options and incentive stock
options within the meaning of Section 422 of the Internal Revenue Code of 1986, as amended (the “Code”). The
terms and conditions of the options will be set forth in option agreements. The exercise price of any option
granted under the 2012 Plan is determined by the Plan Administrator, but cannot be less than the fair market
value of a share of our common stock on the date of grant, which will generally be the closing sale price as
reported by NASDAQ on that date. The Plan Administrator also determines when the options vest and become
exercisable, and retains authority to waive or modify the vesting and exercise terms at any time. Options
generally expire on the earliest of (i) ten years after the date of grant, (ii) 90 days after termination of
employment, (iii) immediately upon termination for “cause” (as defined in the 2012 Plan), or (iv) 12 months after
termination if the termination is due to death or disability.

Stock Appreciation Rights. The Plan Administrator may grant stock appreciation rights. A stock appreciation
right is a contractual right to benefit from an appreciation in the value of a specified number of shares of common
stock over a specified period of time. The Plan Administrator establishes the term of each stock appreciation
right, which cannot exceed ten years from the grant date. The Plan Administrator also determines when the stock
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appreciation right vests and the terms and conditions under which the stock appreciation right becomes
exercisable, all of which is set forth in an Award agreement. The exercise price of any stock appreciation right
granted under the 2012 Plan is determined by the Plan Administrator, but cannot be less than the fair market
value of a share of our common stock on the date of grant, which will generally be the closing sale price as
reported by NASDAQ on that date. Upon exercise, a stock appreciation right may be settled in cash, shares of
common stock, or in any other manner approved by the Plan Administrator and set forth in the Award agreement.

Stock Awards. The Plan Administrator may grant awards of common stock or awards denominated in units
of common stock. These awards may include, but are not limited to, awards of stock bonuses, restricted stock,
restricted stock units, performance stock awards or performance units and other stock awards. The Plan
Administrator establishes the terms, conditions and restrictions, if any, of such stock awards, which are set forth
in Award agreements. The Plan Administrator may waive any forfeiture period or other terms and conditions of a
stock Award in its discretion.

Performance Cash Awards. The Plan Administrator may grant performance cash awards, which are cash
awards that are payable contingent upon the attainment certain performance goals. Generally, the Plan
Administrator establishes the terms, conditions and the measure of whether and to what degree such performance
goals have been attained. The Plan Administrator may specify the form of payment of performance cash awards,
which may be cash or other property.

Performance Criteria

Summary of Section 162(m). Section 162(m) of the Code provides that, to be deductible by the Company for
federal income tax purposes, compensation in excess of $1,000,000 for a taxable year paid to a person serving on
the last day of such taxable year as our chief executive officer, chief financial officer, or other named executive
officer must be “performance- based.” In order to be performance-based, awards must be subject to qualifying
performance criteria under Section 162(m) of the Code.

Qualifying Performance Criteria. Under Section 162(m), our stockholders must approve our list of
qualifying performance criteria no less often than every five years. For purposes of establishing the vesting and
exercisability of Awards, the following performance criteria may be applied to an individual, the Company as a
whole, a related corporation, a business unit, or any combination thereof as determined by the Plan
Administrator:

* Gross revenue * earnings or adjusted earnings * Operating expenses Or
before interest, taxes, operating expenses as a
depreciation and amortization percentage of revenue
(EBITDA)

* Netrevenue * earnings per share * Operating margin

e Net income e Operating income or net * Achievement of strategic plan
operating income

« Stock price * Stockholder return » Cash flow (including operating

cash flow or free cash flow)

* Revenue per share » Completion of strategic * Use or preservation of tax
acquisitions, partnerships or losses
ventures

* Financing ¢ Results of litigation » Earnings or adjusted earnings

* Cash position » Regulatory achievements *  Gross margin

For Awards intended to satisfy the requirements of Section 162(m) for qualifying performance-based
compensation, the Compensation Committee, as Plan Administrator, shall establish the qualifying performance
criteria in writing at a time when the achievement of the performance goals remains substantially uncertain
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(typically no later than the earlier of the 90 day of a performance period and the date on which 25% of the
performance period has elapsed). The Compensation Committee must certify in writing prior to payment of the
compensation subject to the Award the extent to which the performance goals have been satisfied. In determining
the amounts earned under the Award, the Plan Administrator may reduce or eliminate (but not increase) the amount
payable at a given level of performance to take into account additional factors that the Plan Administrator deems
relevant to the assessment of individual or corporate performance for the performance period.

Transferability of Awards

Awards granted under the 2012 Plan are generally not transferable except by will or under the laws of
descent and distribution, and all rights with respect to such Awards are generally exercisable only by the
recipients of the Awards during their lifetimes. The Plan Administrator retains discretion to permit an
assignment, but any transferred Award must remain subject to all of the terms and conditions set forth in the
instrument evidencing the Award.

Corporate Transactions

In the event of certain Corporate Transactions (as defined in the 2012 Plan and described below), including
transactions that result in a change of control of the Company, the Plan Administrator may (i) arrange for the
assumption, substitution or continuation of an Award by the surviving corporation, (ii) arrange for the
assignment of any reacquisition or repurchase rights held by the Company in respect of Common Stock issued
pursuant to an Award to the surviving corporation, (iii) accelerate the vesting, in whole or in part, of an Award,
(iv) arrange for the lapse of any reacquisition or repurchase rights held by the Company with respect to an
Award, (v) arrange for the cancellation of an Award, to the extent not vested or exercised prior to the effective
time of the Corporation Transaction, in exchange for appropriate consideration, and (vi) make a payment equal to
the excess, if any, of the value of the property the holder of an Award would have received upon the exercise of
the Award immediately prior to a Corporate Transaction over any exercise price payable by such holder in
connection with such exercise. The Plan Administrator is not obligated to treat all stock awards or portions of
stock awards in the same manner. The Plan Administrator may take different actions with respect to the vested
and unvested portions of a stock award. For purposes of the 2012 Plan, a Corporate Transaction will be deemed
to occur in the event of the consummation of (i) a sale or other disposition of all or substantially all of our
consolidated assets, (ii) a sale or other disposition of at least 90% of our outstanding securities, (iii) a merger,
consolidation or similar transaction following which we are not the surviving corporation, or (iv) a merger,
consolidation or similar transaction following which we are the surviving corporation but the shares of our
common stock outstanding immediately prior to such transaction are converted or exchanged into other property
by virtue of the transaction.

An Award may be subject to additional acceleration of vesting and exercisability upon or after a change in
control (as defined in the 2012 Plan) as may be provided in the agreement evidencing an Award but in the
absence of such provision, no such acceleration will occur.

Amendment or Termination

The Board of Directors may suspend or terminate the 2012 Plan at any time. No incentive stock option will
be granted after the tenth anniversary of the earlier of (i) the date the 2012 Plan is adopted by the Board, or
(ii) the date the 2012 Plan is approved by our stockholders. No Awards may be granted while the 2012 Plan is
suspended or after it is terminated. Suspension or termination of the 2012 Plan will not impair rights and
obligations under any Award granted while the 2012 Plan is in effect except with the written consent of the
affected participant or as otherwise permitted in the 2012 Plan.

No Stockholder Rights

A recipient of an Award shall not have any rights as a stockholder of the Company with respect to the shares
covered by the Award unless and until the date the Award shares are issued to the recipient.
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Federal Income Tax Consequences

The following paragraphs are a summary of the general federal income tax consequences to U.S. taxpayers
resulting from Awards granted under the 2012 Plan. Tax consequences for any particular individual may be
different.

Nongqualified Stock Options. No taxable income generally is reportable when a nonqualified stock option is
granted to a recipient. Upon exercise, the recipient generally will recognize ordinary income in an amount equal
to the excess, if any, of the fair market value of the purchased shares on the exercise date over the exercise price
of the option. Any additional gain or loss recognized upon any later disposition of the shares would be a capital
gain or loss.

Incentive Stock Options. No taxable income is reportable when an incentive stock option is granted or
exercised, unless the alternative minimum tax, or AMT, rules apply, in which case AMT taxation will occur in
the year of exercise. If the recipient exercises the option and then later sells or otherwise disposes of the shares
more than two years after the grant date and more than one year after the exercise date, the difference between
the sale price and the exercise price will be taxed as a capital gain or loss. If the recipient exercises the option and
then later sells or otherwise disposes of the shares before the end of the two or one year holding periods
described above, the recipient generally will have ordinary income at the time of the sale equal to the excess, if
any, of the fair market value of the shares on the exercise date, or the sale price, if less, and the exercise price of
the option. Any additional gain or loss generally will be taxable at long-term or short-term capital gain rates,
depending on whether the recipient has held the shares for more than one year.

For purposes of the alternative minimum tax, the amount by which the fair market value of a share of stock
acquired on exercise of an ISO exceeds the exercise price of that stock option generally will be an adjustment
included in the optionholder’s alternative minimum taxable income for the year in which the stock option is
exercised. If, however, there is a disqualifying disposition of the share in the year in which the stock option is
exercised, there will be no adjustment for alternative minimum tax purposes with respect to that share. In
computing alternative minimum taxable income, the tax basis of a share acquired on exercise of an ISO is
increased by the amount of the adjustment taken into account with respect to that share for alternative minimum
tax purposes in the year the stock option is exercised.

Restricted Stock. A recipient will not recognize taxable income upon the grant of restricted stock unless the
recipient elects to be taxed at that time. Instead, a recipient generally will recognize ordinary income at the time
of vesting equal to the excess of the fair market value of the shares on the vesting date over the amount, if any,
paid for the shares. However, the recipient of a restricted stock award may elect, through a filing with the Internal
Revenue Service, to recognize income at the time he or she receives the award in an amount equal to the fair
market value of the shares underlying the award (less any cash paid for the shares) on the date the award is
granted. The recipient’s basis for the determination of gain or loss upon the subsequent disposition of shares
acquired from stock awards will be the amount paid for such shares plus any ordinary income recognized either
when the stock is received or when the stock becomes vested.

Restricted Stock Units. A recipient generally will not recognize taxable income upon grant of restricted
stock units. Instead, the recipient of a stock unit structured to conform to the requirements of Section 409A of the
Code or an exception to Section 409A of the Code generally will recognize ordinary income at the time the stock
is delivered equal to the excess, if any, of the fair market value of the shares on the vesting date over the amount,
if any, paid for the shares. To conform to the requirements of Section 409A of the Code, the shares of our
common stock subject to a stock unit award may generally only be delivered upon one of the following events: a
fixed calendar date (or dates), separation from service, death, disability or a change in control. If delivery occurs
on another date, unless the stock units otherwise comply with or qualify for an exception to the requirements of
Section 409A of the Code, in addition to the tax treatment described above, the recipient will owe an additional
20% federal tax and interest on any taxes owed. The recipient’s basis for the determination of gain or loss upon
the subsequent disposition of shares acquired from stock units, will be the amount paid for such shares plus any
ordinary income recognized when the stock is delivered.
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Stock Appreciation Rights. A recipient generally will not recognize taxable income upon the grant of a stock
appreciation right. Upon exercise, the recipient generally will recognize ordinary income in an amount equal to
the fair market value of any shares received. Any additional gain or loss recognized upon any later disposition of
the shares would be a capital gain or loss.

Federal Income Tax Consequences for the Company. We generally will be entitled to a tax deduction in
connection with an Award under the Amended Plan in an amount equal to the ordinary income realized by a
recipient at the time the recipient recognizes such income, such as when a recipient exercises a nonqualified
stock option. Special rules limit the deductibility of compensation paid to our Chief Executive Officer and to
each of our next three most highly compensated executive officers. Under Section 162(m), the annual
compensation paid to any of these specified executives will be deductible only to the extent that it does not
exceed $1,000,000. However, we can preserve the deductibility of certain compensation in excess of $1,000,000
if the conditions of Section 162(m) are met. These conditions include: (i) stockholder approval of the material
terms of the plan; (ii) setting limits on the number or value of Awards that any individual may receive; and
(iii) for Awards other than certain stock options and stock appreciation rights, establishing performance criteria
that must be met before the Award actually will vest or be paid. The Amended Plan has been designed to permit
the Compensation Committee to grant Awards that qualify as performance-based for purposes of satisfying the
conditions of Section 162(m), thereby permitting us to continue to receive a federal income tax deduction in
connection with such Awards.

New Plan Benefits

The following table provides information with respect to stock options, restricted stock awards and
restricted stock unit awards granted to certain persons and groups of persons (i) pursuant to the 2012 Plan
following its approval by the Company’s Board of Directors on August 24, 2012, and (ii) prior to the adoption of
the 2012 Plan by the Board that were granted subject to stockholder approval of an increase to the share reserve
of the 2000 Plan, which awards will be subject to the terms of the 2012 Plan:

Number of Number of
Shares of Shares of
Number of Class A Number of Class A
Shares of Number of Common Stock Shares of Common Stock
Class A Shares of Underlying Class A Underlying
Common Class A Performance- Common Stock  Performance-
Stock Common Stock Based Underlying Based
Underlying Underlying Restricted Stock Restricted Stock Restricted Stock
Options  Restricted Stock Awards Unit Awards Unit Awards
Name and Principal Position Granted(1) Awards Granted(2) Granted(3) Granted(4) Granted(S)

Named Executive Officers:

Benjamin G.Wolff,
President and Chief Executive Officer .. 5,512,500 150,000 — 906,250 906,250

Thomas J. Neary,
Vice President and Chief Financial
Officer ....... ... 273,750 50,000 — 40,625 40,625

Timothy P. Leybold,
Former Chief Financial Officer ....... — — — — —

R. Gerard Salemme,
Chief Strategy Officer; Executive Vice

President ... ... ... ... ... .. .. 425,000 100,000 — 62,500 62,500
Joseph K. Siino,

Chief IP Officer .................... 2,000,000 100,000 e 325.000 325,000
Timothy M. Dozois,

Corporate Counsel ................. 160,000 20,000 — 25.000 25,000
All current executive officers as a group ... 8,755,000 500,000(6) 150,000 1,375,000 1,375,000

All non-employee directors as a group . . . .. — — — — —

All employees who are not executive
officers or directors, as a group .. ... .. 6,644,625 259,000 450,000 950,938 950,937
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(1) The options were granted with exercise prices equal to the closing price of the Company’s common stock on the
respective grant dates, which prices range from $1.21 to $2.64. The options are exercisable as to 25% of the total grant
on each of the first, second, third and fourth anniversaries of the respective grant dates. If unexercised, such options will
expire on the tenth anniversary of the respective grant dates.

(2) Except as otherwise indicated, the restricted stock awards will vest as to 25% of the shares on each of the first, second,
third and fourth anniversaries of the respective grant dates.

(3) The restricted stock awards will vest as to (a) 50% of the shares on the earlier of (i) when the Company’s trailing
12-month net income reaches $50 million, or (it) when the average closing share price of the Company’s Class A
common stock for any 60 consecutive calendar days, as reported on Nasdag, is $2.00 or higher; and (b) 50% of the shares
on the earlier of (i) when the Company’s trailing 12-month net income reaches $100 million, or (i) when the average
closing share price of the Company’s Class A common stock for any 60 consecutive calendar days, as reported on
Nasdagq, is $3.00 or higher. If any one of, or all of, the performance targets are not met within seven years, the unvested
awards will be forfeited.

(4) The restricted stock units will vest as to 25% of the underlying shares on each of the first, second, third and fourth
anniversaries of the grant date.

(5) The restricted stock units will vest as to (a) 50% of the underlying shares upon the Company’s common stock achieving
an average closing price of $2.00, as reported on Nasdaq, for 60 calendar days, and (b) 50% upon the Company’s
common stock achieving an average closing price of $3.00, as reported on Nasdag, for 60 calendar days. If any one of, or
all of, the performance targets are not met within four years, any unvested restricted stock units will expire.

(6) An award representing 100,000 shares of restricted stock will vest as to (a) 33% of the shares on each of the first and
second anniversaries of the grant date, and (b) 34% of the shares on the third anniversary of the grant date.

Other than as described above, and except for the automatic stock option grants to non-employee directors
as described above under the caption “Director Compensation,” we cannot currently determine the benefits or
number of shares subject to awards that may be granted in the future to eligible participants under the 2012 Plan
because the grant and terms of such awards are to be determined in the sole discretion of the Plan Administrator.

On the Record Date, the closing price of the Company’s Class A common stock, as reported on Nasdaq, was
$1.10 per share.

Board Recommendation

The Board believes that the 2012 Plan is necessary to continue its effectiveness in attracting, motivating and
retaining officers, employees, directors and consultants with appropriate experience, to increase the grantees’
alignment of interest with the stockholders, to make awards eligible for certain tax deductibility under the Code,
and to facilitate the 2012 Plan’s operation.

Vote Required

The affirmative vote of shares holding a majority of the votes cast with respect to this proposal at the annual
meeting is necessary for the approval of the 2012 Plan. Abstentions will be considered a vote against this
proposal and broker non-votes will have no effect. If approved, the 2012 Plan will become effective upon
stockholder approval at the annual meeting.

The Board of Directors recommends that you vote “FOR” the approval of the Pendrell Corporation 2012
Equity Incentive Plan.
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SECURITIES AUTHORIZED FOR ISSUANCE UNDER EQUITY COMPENSATION PLANS

The following table summarizes information, as of December 31, 2011, relating to Pendrell’s equity
compensation plans pursuant to which grants of stock options, restricted stock, or other rights to acquire shares
may be granted from time to time:

Number of
securities
remaining

Number of available for future
securities to be issuance under
issued upon Weighted-average equity
exercise of exercise price of compensation plans
outstanding outstanding (excluding
options, warrants  options, warrants  securities reflected in
and rights(1) and rights(2) column (a))(3)
Plan Category (a) (b) (c)
Equity compensation plans approved by security holders 14,233,495 $2.53 898,096
Equity compensation plans not approved by security
holders — $— —
Total 14,233,495 $2.53 898,096

(1) Excludes 4,610,909 shares subject to restricted stock awards that remain subject to forfeiture; excludes the
grant of 1,950,000 stock appreciation rights, as the awards are settled in cash and do not count toward the
number of shares outstanding under the plan; and excludes warrants to purchase 3,200,000 shares of the
Company’s Class A common stock with an exercise price of $0.01 per share that expire on December 12,
2012.

(2) Excludes the impact of 4,610,909 shares subject to restricted stock awards that have no exercise price.
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PROPOSAL 5

RATIFICATION OF THE SELECTION OF OUR
INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Audit Committee of the Board of Directors has selected the independent registered public accounting
firm of Deloitte & Touche LLP as the Company’s independent auditor for the fiscal year ending December 31,
2012, and has further directed that management submit the selection of the independent auditor for ratification by
the stockholders at the Annual Meeting. Deloitte & Touche LLP has audited the Company’s financial statements
for the years ending December 31, 2003 through December 31, 2011. Representatives of Deloitte & Touche LLP

will be available telephonically at the Annual Meeting to make a statement if they so desire and will be available
to respond to appropriate questions.

Neither the Company’s bylaws nor other governing documents or law require stockholder ratification of the
selection of Deloitte & Touche LLP as the Company’s independent auditor. However, the Audit Committee is
submitting the selection of Deloitte & Touche LLP to the stockholders for ratification as a matter of good
corporate practice. If the stockholders fail to ratify the selection, the Audit Committee will reconsider whether or
not to retain that firm. Even if the selection is ratified, the Audit Committee in its discretion may direct the
appointment of a different independent auditor at any time during the year if it determines that such a change
would be in the best interests of the Company and its stockholders.

Principal Accountant Fees and Services

The following table represents aggregate fees billed to the company for the fiscal years ended December 31,
2011 and 2010 by Deloitte & Touche LLP.

Fiscal Year Ended
December 31,
2011 2010
AuditFees(1) .. ..o $470,285  $457,500
Audit-related Fees(2) . .. ... ..o 8,015 —
TaxFees ... i — —
AllOtherFees . ... ... . ... — —
Total Fees ......... i, $478,300  $457,500

(1) Audit Fees consist of fees and expenses for professional services rendered by Deloitte & Touche LLP in
connection with: (i) the audit of the Company’s annual financial statements included in the Annual Report on
Form 10-K for the fiscal year ended December 31, 2011, and review of the interim financial statements included
in the quarterly reports on Form 10-Q; (ii) the audit of the Company’s internal control over financial reporting;
and (iii) services that are normally provided in connection with statutory and regulatory filings or engagements.

(2) Audit-related Fees consist of fees for assurance and related services rendered by Deloitte & Touche LLP
that are reasonably related to the performance of the audit or review of the Company’s financial statements
and are not reported under Audit Fees. This category includes fees related to audit and attest services not
required by statute or regulations, including accounting and tax due diligence related to mergers,
acquisitions and investments, and consultations concerning financial accounting and reporting standards.

Pre-Approval Policies and Procedures

The Audit Committee charter permits the Audit Committee to delegate pre-approval authority to
subcommittees consisting of one or more individuals, as well as to pre-approve defined categories of services.
However, the Audit Committee has not done so, but has instead pre-approved all audit and non-audit services
rendered by Deloitte & Touche LLP as part of the scope of the independent auditor engagement or on a
case-by-case basis prior to engagement for service. All of the services provided by Deloitte & Touche LLP in
2011, as described under Audit Fees above, were pre-approved by the Audit Committee.
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Report of the Audit Committee

The Audit Committee has reviewed and discussed the audited consolidated financial statements for the
fiscal year ended December 31, 2011 with management of the Company. The Audit Committee has discussed
with the independent registered public accounting firm the matters required to be discussed by the Public
Company Accounting Oversight Board (United States) (“PCAOB”) Audit Standard AU Section 380
Communication with Audit Committees and Rule 2-07 of SEC Regulation S-X. The Audit Committee has also
received the written disclosures and the letter from the independent registered public accounting firm required by
the applicable requirements of the PCAOB regarding the independent registered public accounting firm’s
communications with the Audit Committee concerning independence and has discussed with the independent
registered public accounting firm their independence. Based on the foregoing, the Audit Committee
recommended to the Board of Directors that the audited financial statements be included in the Company’s Form
10-K for the fiscal year ended December 31, 2011.

AUDIT COMMITTEE

Mr. Richard P. Fox, (Chair)
Mr. Richard P. Emerson
Mr. H. Brian Thompson

The Board of Directors recommends that you vote “FOR? the ratification of the selection of
our independent registered public accounting firm.
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CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS

Related-Person Transactions Policy and Procedures

All proposed related-party transactions are subject to review and approval by the Audit Committee. In
determining whether to approve or ratify a related-party transaction, the Audit Committee will take into account,
among other factors deemed appropriate, whether the related-party transaction is on terms no more favorable to
the counterparty than terms generally available to an unaffiliated third party under the same or similar
circumstances and the extent of the related party’s interest in the transaction. To assist with the identification of
potential related-party transactions, we solicit information through questionnaires in connection with the
appointment of new directors and executive officers and on an annual basis with respect to existing directors and
executive officers.

Related Party Transactions

Eagle River Satellite Holdings, LLC (“ERSH”), Eagle River Investments, LLD, Eagle River, Inc. and
Eagle River Partners, LLC (“ERP”)

ERSH is the company’s controlling stockholder. ERSH, together with its affiliates Eagle River Investments,
Eagle River, Inc. and ERP (collectively, “Eagle River”) holds an economic interest of approximately 32.8% and
a voting interest of approximately 65.2% in the Company as of the Record Date. In addition, Eagle River
Investments holds warrants exercisable through December 12, 2012 to purchase an aggregate of three million
shares of the company’s Class A common stock at an exercise price of $0.01 per share.

Until its termination on July 11, 2011, the Company had an agreement with Eagle River, Inc. to provide
advisory services to the Company (“Advisory Services Agreement”). This Advisory Services Agreement
required (i) payment of an annual fee of $500,000 in quarterly installments in stock or cash, at the Company’s
option, and (ii) reimbursement of out-of- pocket expenses. The Company elected to make all quarterly payments
in Class A common stock. During the year ended December 31, 2011, the company issued 105,595 shares to
Eagle River, Inc. as compensation for advisory services. The company and Eagle River, Inc. mutually agreed to
terminate the Advisory Services Agreement effective as of July 11, 2011. The Company was not required to
make any payments to Eagle River, Inc. as a result of the termination of the Advisory Services Agreement.

Effective December 15, 2010 through July 31, 2012, the Company subleased from Eagle River, Inc. the
office space for the Company’s headquarters in Kirkland, Washington. The sublease was a pass-through
agreement, pursuant to which the Company paid rent to Eagle River, Inc. and reimbursed costs and expenses to
Eagle River, Inc. that Eagle River, Inc. paid to its third-party landlord. The sublease expired contemporaneously
with the expiration of the underlying prime lease in July 2012. Total payments made to Eagle River, Inc. under
this agreement during the year ended December 31, 2011 totaled $300,000. Effective August 1, 2012, the
Company entered into a new prime lease with the owner of its headquarters facility in Kirkland, Washington.
During the year ended December 31, 2011, the Company also paid $100,000 to Eagle River, Inc. for the purchase
of certain office furniture and equipment in the sub-leased space.

Benjamin G. Wolff, the Company’s Chief Executive Officer and President, was previously the President of
Eagle River, Inc., and was compensated by both the Company and Eagle River. Effective July 11, 2011,
Mr. Wolff resigned as President of Eagle River, Inc. and no longer receives compensation from Eagle River other
than compensation for serving as a representative on certain boards of directors at Eagle River’s request.

R. Gerard Salemme, the Company’s Chief Strategy Officer, was previously a vice president of Eagle River,
Inc., and was compensated by both the Company and Eagle River. Effective July 11, 2011, Mr. Salemme
resigned as vice president of Eagle River, Inc. and no longer receives compensation from Eagle River other than
compensation for serving as a representative on certain boards of directors at Eagle River’s request.
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Davis Wright Tremaine—MTr. Wolff is the spouse of a partner at the law firm Davis Wright Tremaine LLP
(“DWT”), which provides the Company with ongoing legal services. Total payments made to DWT for fiscal
2011 were $300,000.

Indemnification Agreements

Under indemnification agreements between the Company and each of our executive officers and directors,
we are required to indemnify such officers or directors, under the circumstances and to the extent provided for
therein, for expenses, damages, judgments, fines and settlements that he or she may be required to pay in actions
or proceedings to which he or she is or may be made a party by reason of his or her position as a director, officer
or other agent of the Company, and otherwise to the fullest extent permitted under Delaware law and the
Company’s Bylaws.

Under an indemnification agreement between the Company and Eagle River Investments, LLC, we are
required to indemnify, defend, and hold harmless Eagle River Investments, its affiliates, and their respective
members, directors, officers, agents, employees and controlling persons against claims, liabilities, losses,
damages and fees and expenses incurred resulting from, or in connection with, the fact that such entity or person
is or was a stockholder, director, officer, or employee of the Company or any of its subsidiaries, or based on an
alleged breach of his or her fiduciary duty as a director or officer of the Company or any of its subsidiaries. The
indemnification obligation is subject to certain exceptions, including losses and damages incurred through certain
violations of the U.S. securities laws and damages causéd by acts that a court determines to be a breach of
fiduciary duties, gross negligence, or willful misconduct. We agreed to advance reasonable costs and expenses
incurred for defending any claim upon receipt of an undertaking to repay the advanced amounts if it is ultimately
determined the indemnitee was not entitled to indemnification under the agreement.

Under an indemnification agreement with Cascade Investment, we are similarly required to indemnify
Cascade Investment, its affiliates (including Mente), and their respective members, directors, officers, agents,
employees and controlling persons.

We are also a party to an indemnification agreement with CDR-Satco, Clayton, Dubilier & Rice, LLC,
(“CD&R”) and The Clayton, Dubilier & Rice Fund VI Limited Partnership which obligates us to indemnify,
defend, and hold harmless each of those entities and their respective directors, officers, partners, members,
employees, agents and controlling persons under the same general terms as the indemnification agreement with
Eagle River Investments, LLC, other than the addition of an obligation to indemnify for any claims arising out of
or based upon the provision by CD&R of any consulting services (except to the extent a court finds that any of
the indemnitees acted with gross negligence or intentional misconduct).

Stockholder Proposals

In order for an eligible stockholder who desires to have a qualified proposal considered for inclusion in the
proxy statement and form of proxy for the 2013 annual meeting of stockholders, it must comply with SEC Rule
14a-8 and be received by the Company no later than June 21, 2013. If we change the date of the 2013 annual
meeting by more the 30 days from November 14, 2013, then the deadline will be a reasonable time before we
begin to print and send our proxy materials for such meeting. Proposals may be mailed to the Company, to the
attention of the Corporate Secretary, Pendrell Corporation, 2300 Carillon Point, Kirkland, Washington 98033. A
stockholder who intends to present a proposal at the Company’s annual meeting in 2013 must comply with the
requirements as set forth in our bylaws, provide the Company notice of such intention not earlier than Aungust 16,
2013 and not later than September 15, 2013, and such proposal must be a proper matter for stockholder action
under Delaware corporate law. If we change the date of the 2013 annual meeting by more than 30 days from
November 14, 2013, than the deadline for such notice will be the close of business on the earlier of the 7th day
following the date on which notice of the meeting was mailed or a public announcement of the meeting was made.
If you plan to submit a proposal or nominate a director, please review the Company’s bylaws carefully. You may
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obtain a copy of the company’s bylaws by mailing a written request to the Corporate Secretary of Pendrell
Corporation at 2300 Carillon Point, Kirkland, Washington 98033 or by visiting the Company’s website at
www.pendrell.com.

Performance Measurement Comparison

The following graph shows the total stockholder return as of the dates indicated of an investment of $100 in
cash on December 31, 2006 for: (i) the Company’s Class A common stock; (ii) the NASDAQ composite Index;
(iii) the NASDAQ Telecommunications Index; and (iv) the NASDAQ 100 Technology Sector Index. All values

assume reinvestment of the full amount of any dividends; however, no dividends have been declared on our
Class A common stock to date.

The Company previously utilized the NASDAQ Telecommunications Stock Index, but has changed to the
NASDAQ 100 Technology Sector Index as the published industry index, as this index represents companies
more comparable to the Company’s current line of business. The NASDAQ Telecommunications Stock Index is

also represented on the following graph, as applicable regulations require both the new and old index be shown if
the graph shows a different index from that utilized in the preceding year.

The stock price performance graph below is not necessarily indicative of future performance.

COMPARISON OF 5 YEAR CUMULATIVE TOTAL RETURN

Among Pendrell Corporation, the NASDAQ Composite Index, the NASDAQ
Telecommunications Index, and the NASDAQ 100 Technology Sector Index

$140 +
$120
$100
$80
$60
$40
$20
$0 L 1 1 1 1
12/06 12/07 12/08 12/09 12/10 12/11
—&— Pendrell Corporation —/— NASDAQ Composite
--© - NASDAQ Telecommunications —¥¢— NASDAQ 100 Technology Sector
12/06 12/07 12/08 12/09 12/10 12/11
Pendrell Corporation 100.00 69.58 24.73 23.63 3282 56.02
NASDAQ Composite 100.00 103.64 63.99 94.09 109.22 107.73
NASDAQ Telecommunications 100.00 86.13 50.65 68.86 . 80.07 69.03
NASDAQ 100 Technology Sector 100.00 123.16 67.52 113.36 127.97 129.06

The stock price performance included in the above graph is not necessarily indicative of future stock
performance.
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OTHER BUSINESS

The Board of Directors knows of no other matters that will be presented for consideration at the Annual
Meeting. If any other matters are properly brought before the meeting, it is the intention of the persons named in
the accompanying proxy to vote on such matters in accordance with their best judgment.

The information contained above under the captions “Compensation Committee Report,” “Report of the
Audit Committee” and “Performance Measurement Comparison” shall not be deemed to be “soliciting
material” or to be “filed” with the SEC, nor shall such information be incorporated by reference into any future
filing under the Securities Act of 1933, as amended, or the Exchange Act except to the extent that Pendrell
specifically incorporates it by reference into such filing.

IT IS IMPORTANT THAT PROXIES ARE RETURNED PROMPTLY AND THAT YOUR SHARES
ARE REPRESENTED. STOCKHOLDERS ARE URGED TO MARK, SIGN AND DATE THE
ENCLOSED PROXY CARD AND MAIL IT PROMPTLY IN THE ENCLOSED RETURN ENVELOPE.

By Order of the Board of Directors

V4

Robert S. Jaffe
Corporate Secretary

October 19, 2012

A COPY OF PENDRELL’S ANNUAL REPORT ON FORM 10-K FOR THE 2011 FISCAL YEAR,
AS FILED WITH THE SECURITIES AND EXCHANGE COMMISSION, IS AVAILABLE
WITHOUT CHARGE TO ANY STOCKHOLDER UPON WRITTEN REQUEST TO:

CORPORATE SECRETARY
PENDRELL CORPORATION
2300 CARILLON POINT
KIRKLAND, WASHINGTON 98033
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APPENDIX A
AGREEMENT AND PLAN OF MERGER

This Agreement and Plan of Merger (the “Plan”) is made and entered into as of , 2012, by and
between Pendrell Corporation, a Delaware corporation (“Pendrell Delaware”) and Pendrell Washington
Corporation, a Washington corporation and a wholly owned subsidiary of Pendrell Delaware (“Pendrell

Washington™).

WHEREAS, Pendrell Delaware is a corporation duly organized and existing under the laws of the State of
Delaware;

WHEREAS, Pendrell Washington is a corporation duly organized and existing under the laws of the State of
Washington;

WHEREAS, as of the date hereof, Pendrell Delaware has authority to issue 1,125,000,000 shares of capital
stock, par value $0.01 per share, of which (i) 900,000,000 shares are Class A Common Stock, (ii) 150,000,000
shares are Class B Common Stock, and (iii) 75,000,000 shares are Preferred Stock, with 2,800,000 shares of
Preferred Stock designated Series A Junior Participating Preferred Stock, and 600,000 shares of Preferred Stock
designated Series B Junior Participating Preferred Stock;

WHEREAS, as of the date hereof, shares of Pendrell Delaware Class A Common Stock are issued
and outstanding, shares of Pendrell Delaware Class B Common Stock are issued and outstanding, no
shares of Preferred Stock are issued and outstanding;

WHEREAS, as of the date hereof, Pendrell Washington has authority to issue 1,125,000,000 shares of
capital stock, par value $0.01 per share, of which (i) 900,000,000 shares are Class A Common Stock,
(i1) 150,000,000 shares are Class B Common Stock, and (iii) 75,000,000 shares are Preferred Stock, with
2,800,000 shares of Preferred Stock designated Series A Junior Participating Preferred Stock, and 600,000 shares
of Preferred Stock designated Series B Junior Participating Preferred Stock;

WHEREAS, on the date hereof, ten shares of Pendrell Washington Class A Common Stock are issued and
outstanding, all of which are owned by Pendrell Delaware, ten shares of Pendrell Washington Class B Common
Stock are issued and outstanding, all of which are owned by Pendrell Delaware, no shares of shares of Preferred
Stock are issued and outstanding;

WHEREAS, the respective boards of directors of Pendrell Washington and Pendrell Delaware have
determined that, for the purpose of effecting the reincorporation of Pendrell Delaware so that it will be organized
under and governed by the corporations laws of the State of Washington, it is advisable and in the best interests
of such corporations and their respective stockholders that Pendrell Delaware merge with and into Pendrell
Washington upon the terms and conditions herein provided;

WHEREAS, the respective boards of directors of Pendrell Washington and Pendrell Delaware have
approved the Plan; and

WHEREAS, the respective stockholders of Pendrell Washington and Pendrell Delaware have approved the
Plan.

NOW, THEREFORE, in consideration of the mutual agreements and covenants set forth herein, Pendrell
Delaware and Pendrell Washington hereby agree to merge as follows:

1. Merger. Subject to the terms and conditions hereinafter set forth and the applicable provisions of the
Delaware General Corporation Law (“Delaware Law”) and the Revised Code of Washington (“Washington
Law”), Pendrell Delaware shall be merged with and into Pendrell Washington (the “Merger”), the separate
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corporate existence of Pendrell Delaware shall cease and Pendrell Washington shall continue as the surviving
corporation (the “Surviving Corporation”). The Merger shall be consummated by filing a Certificate of Merger,
together with any required certificates, with the Secretary of State of the State of Delaware, in accordance with
the relevant provisions of Delaware Law, and filing Articles of Merger, together with any required certificates,
with the Secretary of the State of the State of Washington, in accordance with the relevant provisions of
Washington Law (the later of the time of acceptance of the filing of the Certificate of Merger or the Articles of

Merger, or such later time as may be specified in the Certificate of Merger and the Articles of Merger, being the
“Effective Time”).

2. Principal Office of Pendrell Washington. The address of the principal office of Pendrell Washington is
2300 Carillon Point, Kirkland, Washington 98033.

3. Articles of Incorporation and Bylaws. At the Effective Time, the Articles of Incorporation of Pendrell
Washington, as in effect immediately prior to the Effective Time, shall continue to be the Articles of
Incorporation of the Surviving Corporation until thereafter amended in accordance with the provisions thereof
and Washington Law; provided, however, that at the Effective Time, Article I of the Articles of Incorporation of
the Surviving Corporation shall be amended to read as follows: “The name of the corporation is Pendrell
Corporation.” The Bylaws of Pendrell Washington, as in effect immediately prior to the Effective Time, shall be
the Bylaws of the Surviving Corporation until thereafter amended in accordance with the provisions thereof and
Washington Law.

4. Directors and Officers. At the Effective Time, the directors and officers of Pendrell Delaware
immediately prior to the Effective Time shall be the directors and officers of the Surviving Corporation, holding
the same titles and positions, to serve until their respective successors are duly elected or appointed and qualified.

5. Further Assurances. Each of Pendrell Delaware and Pendrell Washington will take all such reasonable
and lawful action as may be necessary or desirable in order to effectuate the Merger in accordance with this Plan
as promptly as possible. If, at any time after the Effective Time, any further action is necessary or desirable to
carry out the purposes of this Plan and to vest the Surviving Corporation with full right and title to and
possession of all assets, property, rights, privileges, immunities, powers, franchises, and interests of Pendrell
Delaware and Pendrell Washington, the officers and directors of Pendrell Delaware and Pendrell Washington are
fully authorized in the name of their respective corporations or otherwise to take, and will take, all such lawful
and necessary actions, so long as such action is not inconsistent with this Plan.

6. Effect on Capital Stock. At the Effective Time, by virtue of the Merger and without any action on the
part of Pendrell Delaware, Pendrell Washington or the holders of any of the following securities:

(a) each share of Pendrell Delaware Class A Common Stock issued and outstanding immediately prior
to the Effective Time shall be converted and exchanged automatically into one fully paid and nonassessable share
of Pendrell Washington Class A Common Stock;

(b) each share of Pendrell Delaware Class B Common Stock issued and outstanding immediately prior
to the Effective Time shall be converted and exchanged automatically into one fully paid and nonassessable share
of Pendrell Washington Class B Common Stock;

(c) any shares of Pendrell Delaware capital stock then held by Pendrell Delaware (or held in Pendrell
Delaware’s treasury) shall be canceled and retired and shall cease to exist;

(d) any shares of Pendrell Washington capital stock then held by Pendrell Delaware or any wholly
owned subsidiary of Pendrell Delaware shall be reacquired by Pendrell Washington, shall be retired and shall
resume the status of authorized and unissued shares of Pendrell Washington capital stock, and no shares of
Pendrell Washington capital stock or other securities of Pendrell Washington shall be issued in respect thereof;
and
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(e) each option, warrant or other right to purchase shares of Pendrell Delaware capital stock
outstanding at the Effective Time shall be converted automatically into and become an option, warrant or right to
purchase the number of shares of Pendrell Washington capital stock equal to the number of shares of Pendrell
Delaware capital stock subject to such option, warrant or other right immediately prior to the Effective Time at
an exercise or purchase price per share equal to the exercise or purchase price per share specified in the option,
warrant or other right to purchase such Pendrell Delaware capital stock.

7. Stock Certificates. At and after the Effective Time, all of the outstanding certificates that prior to that
time represented shares of Pendrell Delaware Class A Common Stock and Class B Common Stock shall be
deemed for all purposes to evidence ownership of and to represent the equivalent number of shares of Pendrell
Washington Class A Common Stock and Class B Common Stock, respectively, into which the shares of the
Pendrell Delaware Class A Common Stock and Class B Common Stock represented by such certificates have
been converted as herein provided. The registered owner on the books and records of Pendrell Delaware or its
transfer agent of any such outstanding stock certificate shall, until such certificate shall have been surrendered for
transfer or otherwise accounted for to Pendrell Washington or its transfer agent, have and be entitled to exercise
any voting and other rights with respect to and to receive any dividend and other distributions upon the shares of
Pendrell Delaware Class A Common Stock and Class B Common Stock evidenced by such outstanding
certificate as above provided.

8. Tax Benefits Plan. At the Effective Time, by virtue of the Merger and without any action on the part of
Pendrell Delaware or Pendrell Washington:

(a) the Class A Rights issuable under Pendrell Delaware’s Tax Benefits Preservation Plan, effective
January 29, 2010 (the “Tax Benefits Plan™), if such rights become exercisable, would initially represent the right
to purchase from the Surviving Corporation one Unit of its Series A Junior Preferred Stock at a purchase price
per Unit equal to the purchase price per Unit specified in the Tax Benefits Plan with respect to a Unit of Pendrell
Delaware’s Series A Junior Preferred Stock; and

(b) the Class B Rights issuable under the Tax Benefits Pian, if such rights become exercisable, would
initially represent the right to purchase from the Surviving Corporation one Unit of its Series B Junior Preferred
Stock at a purchase price per Unit equal to the purchase price per Unit specified in the Tax Benefits Plan with
respect to a Unit of Pendrell Delaware’s Series B Junior Preferred Stock.
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(c) all references in the Tax Benefits Plan to the “Company” shall refer to the Surviving Corporation.

(d) the Tax Benefits Plan and each Right and each Rights Certificate issued under the Tax Benefits
Plan shall be governed by Washington law rather than Delaware law.

(e) the Tax Benefits Plan shall otherwise continue in full force and effect.

9. Amendment. The boards of directors of Pendrell Delaware and Pendrell Washington may amend this
Plan at any time prior to the Merger, provided that an amendment made subsequent to the adoption of the Plan by
the sole stockholder of Pendrell Washington or the stockholders of Pendrell Delaware shall not, without first
obtaining the further consent of such stockholders (i) alter or change the amount or kind of shares, securities,
cash, property and/or rights to be received in exchange for the Pendrell Delaware capital stock, (ii) alter or
change any term of the articles of incorporation or bylaws of Pendrell Washington, as the surviving corporation
to the Merger, or (iii) alter or change any of the terms and conditions of the Plan if such alteration or change
would adversely affect the holders of Pendrell Delaware capital stock.

10. Abandonment. At any time before the Effective Time, this Plan may be terminated and the Merger
contemplated hereby may be abandoned by the board of directors of either or both of Pendrell Delaware or
Pendrell Washington, notwithstanding approval of this Plan by the sole stockholder of Pendrell Washington or
the stockholders of Pendrell Delaware, or both.
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11. Consent to Service of Process. Pendrell Washington hereby agrees that it may be served with process
in the State of Delaware in any proceeding for enforcement of any obligation of Pendrell Delaware, as well as for
enforcement of any obligation of Pendrell Washington arising from the Merger. Pendrell Washington hereby
irrevocably appoints the Secretary of State of the State of Delaware and the successors of such officer its attorney
in fact in the State of Delaware upon whom may be served any notice, process or pleading in any action or
proceeding against it to enforce against Pendrell Washington any obligation of Pendrell Delaware. In the event of
such service upon the Secretary of State of the State of Delaware or the successors of such officer, such service
shall be mailed or delivered personally or by overnight mail to the principal executive officers of Pendrell
Washington located at 2300 Carillon Point, Kirkland, Washington 98033.

IN WITNESS WHEREQOF, this Agreement and Plan of Merger, having first been duly approved by
resolution of the boards of directors of Pendrell Delaware and Pendrell Washington, has been executed on behalf
of each of said two corporations by their respective duly authorized officers as of the date first written above.

PENDRELL CORPORATION
a Delaware corporation

By:
Its:

PENDRELL WASHINGTON CORPORATION
a Washington corporation

By:
Its:
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APPENDIX B
ARTICLES OF INCORPORATION
PENDRELL WASHIN%I;‘ON CORPORATION
ARTICLE 1 — NAME

The name of the corporation is Pendrell Washington Corporation.

ARTICLE 2 — DURATION

This corporation is organized under the Washington Business Corporation Act (the “Act”) and shall have
perpetual existence.

ARTICLE 3 — PURPOSES

The nature of the business or purpose to be conducted or promoted by the corporation is to engage in any
lawful act or activity for which corporations may be organized under the Act.

ARTICLE 4 — REGISTERED OFFICE AND AGENT

The address of the registered office of the corporation is 2300 Carillon Point, Kirkland, Washington 98033.
The name and address of its registered agent is .

ARTICLE 5 — SHARES

7
9
o~
&
o
3
2

A. Classes and Series of Stock. The corporation shall have authority to issue three classes of stock to be
designated, respectively, “Class A Common Stock,” “Class B Common Stock™ and “Preferred Stock.” The
Class A Common Stock and the Class B Common Stock are collectively referred to herein as the “Common
Stock.” The total number of shares that the corporation is authorized to issue is 1,125,000,000 shares, of which
900,000,000 shares shall be Class A Common Stock, 150,000,000 shares shall be Class B Common Stock and
75,000,000 shares shall be Preferred Stock. Each share of Common Stock and Preferred Stock shall have a par
value of $0.01. Authority is hereby expressly granted, subject to the limitations and procedures prescribed by
law, to the corporation’s board of directors (the “Board”) to provide for the issuance of any class or classes of
Preferred Stock or any series of any class of Preferred Stock of the corporation not exceeding in the aggregate the
number of Preferred Shares authorized by these Articles of Incorporation, as amended from time to time. Before
the corporation shall issue any Preferred Shares of any series other than those series designated in these Articles
of Incorporation, Articles of Amendment or Restated Articles of Incorporation, fixing the voting powers,
designations, preferences, the relative, participating, option, or other rights, if any, and the qualifications,
limitations, and restrictions, if any, relating to the Preferred Shares of such series, and the number of Preferred
Shares of such series authorized by the Board to be issued shall be filed with the secretary of state in accordance
with the Act and shall become effective without any shareholder action. The Board is further authorized to
increase or decrease (but not below the number of such shares of such series then outstanding) the number of
shares of any series subsequent to the issuance of shares of that series.

B. Class A Common Stock and Class B Common Stock. Except with regard to the differential voting power
as described in Section B.4 of this Article 5 and the Class B Common Conversion Rights described in Section
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B.7 of this Article 5, the Class A Common Stock and the Class B Common Stock shall have the same
characteristics, rights, privileges, preferences and limitations and shall rank equally, share ratably and be
identical in all respects as to all matters.

1. Dividend Rights. The holders of shares of Common Stock shall be entitled to receive ratably,
without regard to class such dividends as may from time to time be declared by the Board out of funds legally
available therefor. Stock dividends on any class of Common Stock shall not be paid or issued unless paid or
issued on all classes of Common Stock, in which case they shall be paid or issued only in shares of that class.

2. Distribution of Assets upon Liquidation. In the event that the corporation shall be liquidated,
dissolved or wound up, whether voluntarily or involuntarily, after there shall have been paid or set aside for such
parties the full amounts to which they are otherwise entitled under these Articles of Incorporation or by law, the
net assets of the corporation remaining thereafter shall be divided ratably without regard to class among the
holders of shares of Common Stock.

3. Redemption. Neither the corporation nor any holder of Class A Common Stock or Class B Common
Stock shall have the right to require the redemption of Class A Common Stock or Class B Common Stock,
except as otherwise may be mutually agreed in writing by the corporation and one or more holders of Class A
Common Stock or Class B Common Stock with respect to such holder’s or holders’ shares of Common Stock.

4. Voting Rights. On all matters upon which holders of the Common Stock are entitled or permitted to
vote, every holder of Class A Common Stock shall be entitled to one vote in person or by proxy for each share of
Class A Common Stock standing in such holder’s name on the transfer books of the corporation, and every
holder of Class B Common Stock shall be entitled to ten votes in person or by proxy for each share of Class B
Common Stock standing in such holder’s name on the transfer books of the corporation. Except as otherwise
provided herein or the bylaws of the corporation, or as required by law, the holders of Units of Series Junior
Preferred (as defined below) and the holders of shares of Class A Common Stock, Class B Common Stock and
any other stock of the corporation having general voting rights shall vote together as one class on all matters
submitted to a vote of shareholders of the corporation.

5. Split, Subdivision or Combination. If the corporation shall in any manner split, subdivide or combine
the outstanding shares of any class of Common Stock (or undertake any similar transaction), the outstanding
shares of the other classes of Common Stock shall be proportionally split, subdivided or combined in the same
manner and on the same basis as the outstanding shares of the other classes of Common Stock have been split,
subdivided or combined. Any decrease or increase in the number of shares of any class of Common Stock
resulting from a split, subdivision, combination or consolidation of shares or other capital reclassification shall
not be permitted unless parallel action is taken with respect to each other class of Common Stock, so that the
number of shares of each class of Common Stock outstanding shall be impacted proportionately.

6. Merger or Consolidation. In the event of any consolidation, merger, division, share exchange,
combination, sale of all or substantially all of the corporation’s assets, or other transaction in which the shares of
Class B Common Stock are exchanged for or changed into other securities, cash and/or any other property, then
the holders of each class of Common Stock shall be entitled to receive the same per share consideration in such
transaction; provided that if all or part of the consideration so received consists of common stock of the surviving
or resulting entity, the common stock so issued may differ as to voting and conversion rights to the extent, but
only to the extent, that the classes of Common Stock so differ as set forth herein.

7. Conversion. The holders of shares of Class B Common Stock shall have optional conversion rights,
and be subject to automatic conversion, as follows (collectively, the “Class B Common Conversion Rights”):

(a) Optional Conversion. At any time, each share of Class B Common Stock shall be convertible
at the option of the holder thereof into one fully paid and nonassessable share of Class A Common Stock.
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(b) Automatic Conversion. Shares of Class B Common Stock that are sold, assigned, pledged,
encumbered or transferred on any basis, whether voluntary or involuntary (a “Transfer”), shall be automatically
converted into shares of Class A Common Stock, whether or not the certificates representing such shares of Class
B Common Stock have been surrendered for conversion, (i) upon such Transfer except for Transfers to a
Permitted Transferee (as defined below), or (ii) following a Transfer to a Permitted Transferee, at the time, if
any, that the Permitted Transferee ceases to qualify as a Permitted Transferee.

(c) For purposes of this Section B.7 of this Article 5 the following terms shall have the meanings
set forth below:

(i) “Affiliate” shall mean a party that, directly or indirectly through one or more
intermediaries, controls, is controlled by or is under common control with the shareholder specified. For purposes
of this definition, an entity shall be deemed to be controlled by a shareholder if (and only for so long as) (x) such
shareholder has the right to vote by ownership, proxy or otherwise securities constituting 5% or more of the
voting power of such entity if such entity has equity securities registered and files reports under the United States
Securities Exchange Act of 1934, as amended, or otherwise (if not reporting) securities constituting 50% or more
of the voting power of such entity; (y) such shareholder possesses, directly or indirectly, the power to direct or
cause the direction of the management and policies of such entity, whether through the ownership of voting
securities, by contract or otherwise; or (z) with respect to a charitable trust, foundation or nonprofit corporation,
such shareholder is the sole trustee or director or has the power to appoint a majority of the trustees or directors
thereof.

(ii) “Permitted Transferee” shall mean any one of the following persons or entities:

(a) The holders of shares of the Class B Common Stock as of the date of adoption of
these Articles, plus Affiliates of Eagle River Investments, L.L.C. (“Eagle River”); or

(b) in the event of any bona fide pledge by the holder of such shares of the corporation,
a lender, financing entity or investment banking firm so long as the pledgee acknowledges in writing that the
shares subject to such pledge are subject to automatic conversion as provided herein upon foreclosure or other
action to take or sell such shares.

(d) Mechanics of Conversion. In the event of optional conversion of Class B Common Stock
pursuant to Section B.7(a) of this Article 5, such holder shall surrender the certificate or certificates therefor, duly
endorsed, at the office of the corporation or any transfer agent of such stock, and shall give written notice to the
secretary of the corporation at its principal corporate office, of the election to convert the same and shall state
therein the name or names in which the certificate or certificates for shares of Class A Common Stock are to be
issued. The corporation shall, as soon as practical thereafter, issue and deliver at such office to such holder or the
nominee or nominees of such holder, certificate or certificates for the number of shares of Class A Common
Stock to which such holder shall be entitled. Such conversion shall be deemed to have been made immediately
prior to the close of business on such date of such surrender of the shares to be converted and the person or
persons entitled to receive the shares of Class A Common Stock issuable on the conversion shall be treated for all
purposes as the record holder or holders of such shares of Class A Common Stock as of such date. In the event of
the automatic conversion of shares of Class B Common Stock pursuant to Section B.7(b) of this Article 5, the
outstanding certificates representing the shares of Class B Common Stock so converted shall be deemed to
represent, immediately upon such conversion and without further action, the appropriate number of shares of
Class A Common Stock issuable upon such conversion; and, upon tender to the corporation of the original
certificate(s) representing such converted shares of Class B Common Stock, the holder thereof shall be entitled to
receive new certificate(s) representing the appropriate number of shares of Class A Common Stock issuable upon
such conversion. Any shares of Class B Common Stock cancelled pursuant to this Section B.7 shall be restored
to the status of authorized but unissued shares of Class B Common Stock.

(e) Reservation of Class A Common Stock Issuable upon Conversion. The corporation shall at all
times keep available out of its authorized but unissued shares of Class A Common Stock, solely for the purpose
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of effecting the conversion of the shares of Class B Common Stock, such number of shares of Class A Common
Stock as shall from time to time be sufficient to effect the conversion of all of the outstanding shares of Class B
Common Stock; and if at any time the number of authorized but unissued shares of Class A Common Stock shall
not be sufficient to effect the conversion of all of the then outstanding shares of Class B Common Stock, in
addition to such other remedies as may be available to the holders of such shares, the corporation will take such
corporate action as may, in the opinion of its counsel, be necessary to increase its authorized but unissued shares
of Class A Common Stock to such number of shares as shall be sufficient for such purposes, including, without
limitation, engaging in best efforts to obtain the requisite shareholder approval of any necessary amendment to
these Articles of Incorporation.

8. No Impairment. The corporation will not, (i) by amendment of these Articles of Incorporation or the
corporation’s bylaws, (ii) by adopting any provision or entering into any agreement inconsistent therewith, or
(iii) through any reorganization, recapitalization, transfer of assets, consolidation, merger, dissolution, issuance
of shares or sale of securities or any other voluntary action, avoid or seek to avoid the observance or performance
of any of the terms to be observed or performed hereunder by the corporation, but will at all times in good faith
assist in the carrying out all of the provisions of this Article 5 and in taking all of such action as may be
necessary or appropriate in order to protect the powers, preferences and rights, including the voting rights and
any Class B Common Conversion Rights of the holders of shares of Class A Common Stock and Class B
Common Stock against impairment.

C. Designation of Series A Junior Participating Preferred Stock and Series B Junior Participating Preferred
Stock. The corporation has designated, out of its 75,000,000 shares of Preferred Stock, (1) a series of Preferred
Stock known as “Series A Junior Participating Preferred Stock™ (hereinafter, the “Series A Junior Preferred”),
consisting of 2,800,000 shares, and (2) a series of Preferred Stock known as “Series B Junior Participating
Preferred Stock” (hereinafter, the “Series B Junior Preferred” and together with the Series A Junior Preferred, the
“Series Junior Preferred”), consisting of 600,000 shares, having the following relative rights and preferences.

1. Dividends and Distributions.

{a) Series A Junior Preferred.

(1) Subject to the prior and superior rights of the holders of any shares of any other series of
Preferred Stock or any other shares of stock of the corporation ranking prior and superior to the shares of Series
A Junior Preferred with respect to dividends, each holder of one one-thousandth (1/1000) of a share (a “Unit”) of
Series A Junior Preferred shall be entitled to receive, when, as and if declared by the Board out of funds legally
available for that purpose, and on a pari passu basis with the Series B Junior Preferred, (i) quarterly dividends
payable in cash on the second Monday of March, June, September and December in each year (each such date
being a “Quarterly Dividend Payment Date”), commencing on the first Quarterly Dividend Payment Date after
the first issuance of a Unit of Series A Junior Preferred, in an amount per Unit (rounded to the nearest cent) equal
to the greater of (a) $0.001 or (b) subject to the provision for adjustment hereinafter set forth, the aggregate per
share amount of all cash dividends declared on shares of the Class A Common Stock since the immediately
preceding Quarterly Dividend Payment Date, or, with respect to the first Quarterly Dividend Payment Date, since
the first issuance of a Unit of Series A Junior Preferred, and (ii) subject to the provision for adjustment
hereinafter set forth, quarterly distributions (payable in kind) on each Quarterly Dividend Payment Date in an
amount per Unit equal to the aggregate per share amount of all non-cash dividends or other distributions (other
than a dividend payable in shares of Class A Common Stock or a subdivision of the outstanding shares of
Class A Common Stock by reclassification or otherwise) declared on shares of Class A Common Stock since the
immediately preceding Quarterly Dividend Payment Date, or, with respect to the first Quarterly Dividend
Payment Date, since the first issuance of a Unit of Series A Junior Preferred. In the event that the corporation
shall at any time after January 29, 2010 (the “Rights Declaration Date”) (i) declare any dividend on outstanding
shares of Class A Common Stock payable in shares of Class A Common Stock, (ii) subdivide outstanding shares
of Class A Common Stock or (iii) combine outstanding shares of Class A Common Stock into a smaller number
of shares, then in each such case the amount to which the holder of a Unit of Series A Junior Preferred was
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entitled immediately prior to such event under clause (i) (b) or clause (ii) of the preceding sentence shall be
adjusted by multiplying such amount by a fraction (y) the numerator of which shall be the number of shares of
Class A Common Stock that are outstanding immediately after such event and (z) the denominator of which shall
be the number of shares of Class A Common Stock that were outstanding immediately prior to such event.

(2) The corporation shall declare a dividend or distribution on Units of Series A Junior
Preferred as provided in paragraph (1) above immediately after it declares a dividend or distribution on the shares
of Class A Common Stock (other than a dividend payable in shares of Class A Common Stock or a subdivision
of the outstanding shares of Class A Common Stock, by reclassification or otherwise).

.(3) Stock dividends on the Series A Junior Preferred shall not be paid or issued unless (x) such
stock dividend is paid or issued only in shares or Units of Series A Junior Preferred or shares of Class A Common
Stock and (y) a stock dividend is paid or issued contemporaneously on the Series B Junior Preferred, on the same
pro rata basis and in the form of shares or Units of Series B Junior Preferred or shares of Class B Common Stock.

(4) Dividends shall begin to accrue and shall be cumulative on each outstanding Unit of
Series A Junior Preferred from the Quarterly Dividend Payment Date next preceding the date of issuance of a
Unit of Series A Junior Preferred, unless the date of issuance of such Unit is prior to the record date for the first
Quarterly Dividend Payment Date, in which case dividends on such Unit shall begin to accrue from the date of
issuance of such Unit, or unless the date of issuance is a Quarterly Dividend Payment Date or is a date after the
record date for the determination of holders of Units of Series A Junior Preferred entitled to receive a quarterly
dividend and before such Quarterly Dividend Payment Date, in either of which events such dividends shall begin
to accrue and be cumulative from such Quarterly Dividend Payment Date. Accrued but unpaid dividends shall
not bear interest. Dividends paid on Units of Series A Junior Preferred in an amount less than the aggregate
amount of all such dividends at the time accrued and payable on such Units shall be allocated pro rata on a
Unit-by-Unit basis among all Units of Series A Junior Preferred at the time outstanding. The Board may fix a
record date for the determination of holders of Units of Series A Junior Preferred entitled to receive payment of a
dividend or distribution declared thereon, which record date shall be no more than 30 days prior to the date fixed
for the payment thereof.

(b) Series B Junior Preferred.
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(1) Subject to the prior and superior rights of the holders of any shares of any other series of
Preferred Stock or any other shares of stock of the corporation ranking prior and superior to the shares of Series
B Junior Preferred with respect to dividends, each holder of a Unit of Series B Junior Preferred shall be entitled
to receive, when, as and if declared by the Board out of funds legally available for that purpose, and on a pari
passu basis with the Series A Junior Preferred, (i) quarterly dividends payable in cash on the Quarterly Dividend
Payment Date, commencing on the first Quarterly Dividend Payment Date after the first issuance of a Unit of
Series B Junior Preferred, in an amount per Unit (rounded to the nearest cent) equal to the greater of (a) $0.001 or
(b) subject to the provision for adjustment hereinafter set forth, the aggregate per share amount of all cash
dividends declared on shares of the Class B Common Stock since the immediately preceding Quarterly Dividend
Payment Date, or, with respect to the first Quarterly Dividend Payment Date, since the first issuance of a Unit of
Series B Junior Preferred, and (ii) subject to the provision for adjustment hereinafter set forth, quarterly
distributions (payable in kind) on each Quarterly Dividend Payment Date in an amount per Unit equal to the
aggregate per share amount of all non-cash dividends or other distributions (other than a dividend payable in
shares of Class B Common Stock or a subdivision of the outstanding shares of Class B Common Stock, by
reclassification or otherwise) declared on shares of Class B Common Stock since the immediately preceding
Quarterly Dividend Payment Date, or, with respect to the first Quarterly Dividend Payment Date, since the first
issuance of a Unit of Series B Junior Preferred. In the event that the Corporation shall at any time after the Rights
Declaration Date (i) declare any dividend on outstanding shares of Class B Common Stock payable in shares of
Class B Common Stock, (ii) subdivide outstanding shares of Class B Common Stock or (iii) combine outstanding
shares of Class B Common Stock into a smaller number of shares, then in each such case the amount to which
the holder of a Unit of Series B Junior Preferred was entitled immediately prior to such event under clause
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(1) (b) or clause (ii) of the preceding sentence shall be adjusted by multiplying such amount by a fraction (y) the
numerator of which shall be the number of shares of Class B Common Stock that are outstanding immediately
after such event and (z) the denominator of which shall be the number of shares of Class B Common Stock that
were outstanding immediately prior to such event.

(2) The corporation shall declare a dividend or distribution on Units of Series B Junior
Preferred as provided in paragraph (1) above immediately after it declares a dividend or distribution on the shares
of Class B Common Stock (other than a dividend payable in shares of Class B Common Stock or a subdivision of
the outstanding shares of Class B Common Stock, by reclassification or otherwise).

(3) Stock dividends on the Series B Junior Preferred shall not be paid or issued unless (x) such
stock dividend is paid or issued only in shares or Units of Series B Junior Preferred or shares of Class B Common
Stock and (y) a stock dividend is paid or issued contemporaneously on the Series A Junior Preferred, on the same
pro rata basis and in the form of shares or Units of Series A Junior Preferred or shares of Class A Common Stock.

(4) Dividends shall begin to accrue and shall be cumulative on each outstanding Unit of
Series B Junior Preferred from the Quarterly Dividend Payment Date next preceding the date of issuance of a
Unit of Series B Junior Preferred, unless the date of issuance of such Unit is prior to the record date for the first
Quarterly Dividend Payment Date, in which case dividends on such Unit shall begin to accrue from the date of
issuance of such Unit, or unless the date of issuance is a Quarterly Dividend Payment Date or is a date after the
record date for the determination of holders of Units of Series B Junior Preferred entitled to receive a quarterly
dividend and before such Quarterly Dividend Payment Date, in either of which events such dividends shall begin
to accrue and be cumulative from such Quarterly Dividend Payment Date. Accrued but unpaid dividends shall
not bear interest. Dividends paid on Units of Series B Junior Preferred in an amount less than the aggregate
amount of all such dividends at the time accrued and payable on such Units shall be allocated pro rata on a
Unit-by-Unit basis among all Units of Series B Junior Preferred at the time outstanding. The Board may fix a
record date for the determination of holders of Units of Series B Junior Preferred entitled to receive payment of a
dividend or distribution declared thereon, which record date shall be no more than 30 days prior to the date fixed
for the payment thereof.

2. Voting Rights. The holders of Units of Series Junior Preferred shall have the following voting rights:

(a) Subject to the provision for adjustment hereinafter set forth, each Unit of Series A Junior
Preferred shall entitle the holder thereof to one vote on all matters submitted to a vote of the shareholders of the
corporation. In the event the corporation shall, at any time after the Rights Declaration Date, (i) declare any
dividend on outstanding shares of Class A Common Stock payable in shares of Class A Common Stock,
(ii) subdivide outstanding shares of Class A Common Stock or (iii) combine the outstanding shares of Class A
Common Stock into a smaller number of shares, then in each such case the number of votes per Unit to which
holders of Units of Series A Junior Preferred were entitled immediately prior to such event shall be adjusted by
multiplying such number by a fraction (y) the numerator of which shall be the number of shares of Class A
Common Stock outstanding immediately after such event and (z) the denominator of which shall be the number
of shares of Class A Common Stock that were outstanding immediately prior to such event.

(b) Subject to the provision for adjustment hereinafter set forth, each Unit of Series B Junior
Preferred shall entitle the holder thereof to ten votes on all matters submitted to a vote of the shareholders of the
corporation. In the event the corporation shall, at any time after the Rights Declaration Date, (i) declare any
dividend on outstanding shares of Class B Common Stock payable in shares of Class B Common Stock,
(ii) subdivide outstanding shares of Class B Common Stock or (iii) combine the outstanding shares of Class B
Common Stock into a smaller number of shares, then in each such case the number of votes per Unit to which
holders of Units of Series B Junior Preferred were entitled immediately prior to such event shall be adjusted by
multiplying such number by a fraction (y) the numerator of which shall be the number of shares of Class B
Common Stock outstanding immediately after such event and (z) the denominator of which shall be the number
of shares of Class B Common Stock that were outstanding immediately prior to such event.
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(c) Except as otherwise provided herein or the bylaws of the corporation or as required by law, the
holders of Units of Series Junior Preferred and the holders of shares of Class A Common Stock, Class B
Common Stock and any other stock of the corporation having general voting rights shall vote together as one
class on all matters submitted to a vote of shareholders of the corporation.

3. Certain Restrictions.

(a) Whenever quarterly dividends or other dividends or distributions payable on Units of Series
Junior Preferred as provided herein are in arrears, thereafter and until all accrued and unpaid dividends and
distributions, whether or not declared, on outstanding Units of Series Junior Preferred shall have been paid in
full, the corporation shall not:

(1) declare or pay dividends on, or make any other distributions on, or redeem or purchase or
otherwise acquire for consideration any shares of junior stock;

(2) declare or pay dividends on, or make any other distributions on, any shares of parity
stock, except dividends paid ratably on Units of Series Junior Preferred and shares of all such parity stock on
which dividends are payable or in arrears in proportion to the total amounts to which the holders of such Units
and all such shares are then entitled;

(3) redeem or purchase or otherwise acquire for consideration shares of any parity stock,
provided, however, that the Corporation may at any time redeem, purchase or otherwise acquire shares of any
such parity stock in exchange for shares of any junior stock; or

(4) redeem or purchase or otherwise acquire for consideration any Units of Series Junior
Preferred, or any shares of parity stock, except in accordance with a purchase offer made in writing or by
publication (as determined by the Board) to all holders of such Units and shares of parity stock upon such terms
as the Board, after consideration of the respective annual dividend rates and other relative rights and preferences
of the respective series and classes, shall determine in good faith will result in fair and equitable treatment among
the respective series and classes.

(b) The corporation shall not permit any subsidiary of the corporation to purchase or otherwise
acquire for consideration any shares of stock of the corporation, unless the corporation could, under paragraph
(a) of this Section 3, purchase or otherwise acquire such shares at such time and in such manner.

4. Reacquired Shares. Any Units of Series Junior Preferred purchased or otherwise acquired by the
corporation in any manner whatsoever shall be retired and cancelled promptly after the acquisition thereof. All
such Units shall, upon their cancellation, become authorized but unissued shares (or fractions of shares) of
Preferred Stock and may be reissued as part of a new series of Preferred Stock to be created by resolution or
resolutions of the Board, subject to the conditions and restrictions on issuance set forth herein.

5. Liquidation, Dissolution or Winding Up.

(a) Series A Junior Preferred.

(1) Upon any voluntary or involuntary liquidation, dissolution or winding up of the
corporation, no distribution shall be made (i) to the holders of shares of junior stock, unless the holders of Units
of Series A Junior Preferred shall have received, subject to adjustment as hereinafter provided in paragraph (2),
the greater of either (a) $0.01 per Unit plus an amount equal to accrued and unpaid dividends and distributions
thereon, whether or not earned or declared, to the date of such payment, or (b) the amount per unit equal to the
aggregate per share amount to be distributed to holders of shares of Class A Common Stock, or (ii) to the holders
of shares of parity stock, unless simultaneously therewith distributions are made ratably on Units of Series A
Junior Preferred and all other shares of such parity stock in proportion to the total amounts to which the holders
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of Units of Series A Junior Preferred are entitled under clause (i)(a) of this sentence and to which the holders of
shares of such parity stock are entitled, in each case upon such liquidation, dissolution or winding up.

(2) In the event the corporation shall at any time after the Rights Declaration Date (i) declare
any dividend on outstanding shares of Class A Common Stock payable in shares of Class A Common Stock,
(ii) subdivide outstanding shares of Class A Common Stock, or (iii) combine outstanding shares of Class A
Common Stock into a smaller number of shares, then in each such case the aggregate amount to which holders of
Units of Series A Junior Preferred were entitled immediately prior to such event pursuant to clause (i)(b) of
paragraph (1) of this Section 5(a) shall be adjusted by multiplying such amount by a fraction (y) the numerator of
which shall be the number of shares of Class A Common Stock that are outstanding immediately after such event
and (z) the denominator of which shall be the number of shares of Class A Common Stock that were outstanding
immediately prior to such event.

(b) Series B Junior Preferred.

(1) Upon any voluntary or involuntary liquidation, dissolution or winding up of the
corporation, no distribution shall be made (i) to the holders of shares of junior stock, unless the holders of Units
of Series B Junior Preferred shall have received, subject to adjustment as hereinafter provided in paragraph (B),
the greater of either (a) $0.01 per Unit plus an amount equal to accrued and unpaid dividends and distributions
thereon, whether or not earned or declared, to the date of such payment, or (b) the amount per unit equal to the
aggregate per share amount to be distributed to holders of shares of Class B Common Stock, or (ii) to the holders
of shares of parity stock, unless simultaneously therewith distributions are made ratably on Units of Series B
Junior Preferred and all other shares of such parity stock in proportion to the total amounts to which the holders
of Units of Series B Junior Preferred are entitled under clause (i)(a) of this sentence and to which the holders of
shares of such parity stock are entitled, in each case upon such liquidation, dissolution or winding up.

(2) In the event the corporation shall at any time after the Rights Declaration Date (i) declare
any dividend on outstanding shares of Class B Common Stock payable in shares of Class B Common Stock,
(ii) subdivide outstanding shares of Class B Common Stock, or (iii) combine outstanding shares of Class B
Common Stock into a smaller number of shares, then in each such case the aggregate amount to which holders of
Units of Series B Junior Preferred were entitled immediately prior to such event pursuant to clause (i)(b) of
paragraph (1) of this Section 5(b) shall be adjusted by multiplying such amount by a fraction (y) the numerator of
which shall be the number of shares of Class B Common Stock that are outstanding immediately after such event
and (z) the denominator of which shall be the number of shares of Class B Common Stock that were outstanding
immediately prior to such event.

6. Split, Subdivision or Combination. If the corporation shall in any manner split, subdivide or combine
the outstanding shares or Units of either series of Series Junior Preferred (or undertake any similar transaction),
the outstanding shares or Units, as applicable, of the other series of Series Junior Preferred shall be
proportionally split, subdivided or combined in the same manner and on the same basis as the outstanding shares
or Units of the first mentioned series of Series Junior Preferred have been split, subdivided or combined. Any
decrease or increase in the number of shares or Units of either series of Series Junior Preferred resulting from a
split, subdivision, combination or consolidation of shares or Units or other capital reclassification shall not be
permitted unless parallel action is taken with respect to the other series of Series Junior Preferred, so that the
number of shares or Units, as applicable, of each of the series of Series Junior Preferred shall be impacted
proportionately.

7. Consolidation, Merger, etc.

(a) Series A Junior Preferred.

(1) In case the corporation shall enter into any consolidation, merger, combination or other
transaction in which the shares of Class A Common Stock are exchanged for or converted into other stock or
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securities, cash and/or any other property, then in any such case Units of Series A Junior Preferred shall at the
same time be similarly exchanged for or converted into an amount per Unit (subject to the provision for
adjustment hereinafter set forth) equal to the aggregate amount of stock, securities, cash and/or any other
property (payable in kind), as the case may be, into which or for which each share of Class A Common Stock is
converted or exchanged. In the event the corporation shall at any time after the Rights Declaration Date

(1) declare any dividend on outstanding shares of Class A Common Stock payable in shares of Class A Common
Stock, (ii) subdivide outstanding shares of Class A Common Stock, or (iii) combine outstanding Class A
Common Stock into a smaller number of shares, then in each such case the amount set forth in the immediately
preceding sentence with respect to the exchange or conversion of Units of Series A Junior Preferred shall be
adjusted by multiplying such amount by a fraction (y) the numerator of which shall be the number of shares of
Class A Common Stock that are outstanding immediately after such event and (z) the denominator of which shall
be the number of shares of Class A Common Stock that were outstanding immediately prior to such event.

(2) In case the corporation shall enter into any consolidation, merger, combination or other
transaction in which the Units of Series B Junior Preferred are exchanged for or changed into other securities,
cash and/or any other property, then the holders of the Units of Series A Junior Preferred shall be entitled to
receive the same per-Unit consideration in such transaction; provided that if all or part of the consideration so
received consists of common stock or other securities of the surviving or resulting entity, the common stock or
other securities so issued may differ as to voting and conversion rights to the extent, but only to the extent, that
the Series A Junior Preferred and Series B Junior Preferred so differ as set forth herein.

(b) Series B Junior Preferred.

(1) In case the corporation shall enter into any consolidation, merger, combination or other
transaction in which the shares of Class B Common Stock are exchanged for or converted into other stock or
securities, cash and/or any other property, then in any such case Units of Series B Junior Preferred shall at the
same time be similarly exchanged for or converted into an amount per Unit (subject to the provision for
adjustment hereinafter set forth) equal to the aggregate amount of stock, securities, cash and/or any other
property (payable in kind), as the case may be, into which or for which each share of Class B Common Stock is
converted or exchanged. In the event the corporation shall at any time after the Rights Declaration Date
(i) declare any dividend on outstanding shares of Class B Common Stock payable in shares of Class B Common
Stock, (ii) subdivide outstanding shares of Class B Common Stock, or (iii) combine outstanding Class B
Common Stock into a smaller number of shares, then in each such case the amount set forth in the immediately
preceding sentence with respect to the exchange or conversion of Units of Series B Junior Preferred shall be
adjusted by multiplying such amount by a fraction (y) the numerator of which shall be the number of shares of
Class B Common Stock that are outstanding immediately after such event and (z) the denominator of which shall
be the number of shares of Class B Common Stock that were outstanding immediately prior to such event.
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(2) In case the corporation shall enter into any consolidation, merger, combination or other
transaction in which the Units of Series A Junior Preferred are exchanged for or changed into other securities,
cash and/or any other property, then the holders of the Units of Series B Junior Preferred shall be entitled to
receive the same per-Unit consideration in such transaction; provided that if all or part of the consideration so
received consists of common stock or other securities of the surviving or resulting entity, the common stock or
other securities so issued may differ as to voting and conversion rights to the extent, but only to the extent, that
the Series A Junior Preferred and Series B Junior Preferred so differ as set forth herein.1

8. Conversion of Series B Junior Preferred. The holders of shares of Series B Junior Preferred shall
have optional conversion rights, and be subject to automatic conversion, as follows (collectively, the “Series B
Junior Preferred Conversion Rights”):

(a) Optional Conversion. At any time, each Unit of Series B Junior Preferred shall be convertible
at the option of the holder thereof into one fully paid and nonassessable Unit of Series A Junior Preferred.
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(b) Automatic Conversion. Units of Series B Junior Preferred that are the subject of a Transfer
shall be automatically converted into an equal number of Units of Series A Junior Preferred, whether or not the
certificates representing such Units of Series B Junior Preferred have been surrendered for conversion, (i) upon
such Transfer, except for Transfers to a Permitted Transferee or (ii) following a Transfer to a Permitted
Transferee, at the time, if any, that the Permitted Transferee ceases to qualify as a Permitted Transferee.

(¢) Mechanics of Conversion. In the event of optional conversion of Series B Junior Preferred
pursuant to Section 8(a) hereof, such holder shall surrender the certificate or certificates therefor, duly endorsed,
at the office of the corporation or any transfer agent of such stock, and shall give written notice to the secretary of
the corporation at its principal corporate office, of the election to convert the same and shall state therein the
name or names in which the certificate or certificates for Units of Series A Junior Preferred are to be issued. The
corporation shall, as soon as practical thereafter, issue and deliver at such office to such holder or the nominee or
nominees of such holder, certificate(s) for the number of Units of Series A Junior Preferred to which such holder
shall be entitled. Such conversion shall be deemed to have been made immediately prior to the close of business
on such date of such surrender of the Units to be converted and the person or persons entitled to receive the Units
of Series A Junior Preferred issuable on the conversion shall be treated for all purposes as the record holder or
holders of such Units of Series A Junior Preferred as of such date. In the event of the automatic conversion of
Units of Series B Junior Preferred pursuant to Section 8(b) hereof, the outstanding certificates representing the
Units of Series B Junior Preferred so converted shall be deemed to represent, immediately upon such conversion
and without further action, the appropriate number of Units of Series A Junior Preferred issuable upon such
conversion; and, upon tender to the corporation of the original certificate(s) representing such converted Units of
Series B Junior Preferred, the holder thereof shall be entitled to receive new certificate(s) representing the
appropriate number of Units of Series A Junior Preferred issuable upon such conversion. Any Units of Series B
Junior Preferred cancelled pursuant to this Section (8)(c) shall be restored to the status of authorized but unissued
Units of Series B Junior Preferred.

(d) Reservation of Series A Junior Participating Preferred Stock Issuable upon Conversion. The
corporation shall at all times keep available out of its authorized but unissued Units of Series A Junior Preferred,
solely for the purpose of effecting the conversion of the Units of Series B Junior Preferred, such number of Units
of Series A Junior Preferred as shall from time to time be sufficient to effect the conversion of all of the
outstanding Units of Series B Junior Preferred; and if at any time the number of authorized but unissued Units of
Series A Junior Preferred shall not be sufficient to effect the conversion of all of the then outstanding Units of
Series B Junior Preferred, in addition to such other remedies as may be available to the holders of such Units, the
corporation will take such corporate action as may, in the opinion of its counsel, be necessary to increase its
authorized but unissued Units of Series A Junior Preferred to such number of Units as shall be sufficient for such
purposes, including, without limitation, engaging in best efforts to obtain the requisite shareholder approval of
any necessary amendment to the Articles of Incorporation.

9. Redemption. The Units of Series Junior Preferred shall not be redeemable.

10. Ranking. The Units of Series A Junior Preferred and shares of Series A Junior Preferred shall rank
pari passu with the Series B Junior Preferred and junior to all other series of the Preferred Stock and to any other
class of Preferred Stock that hereafter may be issued by the corporation as to the payment of dividends and the
distribution of assets, unless the terms of any such series or class shall provide otherwise. The Units of Series B
Junior Preferred and shares of Series B Junior Preferred shall rank pari passu with the Series A Junior Preferred
and junior to all other series of the Preferred Stock and to any other class of Preferred Stock that hereafter may be
issued by the corporation as to the payment of dividends and the distribution of assets, unless the terms of any
such series or class shall provide otherwise.

11. Fractional Shares. The Series Junior Preferred may be issued in Units or other fractions of a share,
which Units or other fractions shall entitle the holder, in proportion to such holder’s Units or other fractional
shares, to exercise voting rights, receive dividends, participate in distributions and to have the benefit of all other
rights of holders of the applicable class of Series Junior Preferred.
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12. Amendment.

(a) At any time when any Units of Series A Junior Preferred are outstanding, the Articles of
Incorporation of the corporation shall not be amended in any manner which would materially alter or change the
powers, preferences or special rights of the Units of Series A Junior Preferred so as to affect them adversely
without the affirmative vote of the holders of a majority or more of the outstanding Units of Series A Junior
Preferred, voting separately as a class.

(b) At any time when any Units of Series B Junior Preferred are outstanding, the Articles of
Incorporation of the corporation shall not be amended in any manner which would materially alter or change the
powers, preferences or special rights of the Units of Series B Junior Preferred so as to affect them adversely
without the affirmative vote of the holders of a majority or more of the outstanding Units of Series B Junior
Preferred, voting separately as a class.

13. Certain Definitions. As used in Section C of this Article 5 with respect to the Series Junior
Preferred, the following terms shall have the following meanings:

(1) The term “junior stock” (i) as used in Section C.1(c), shall mean the Class A and Class B
Common Stock and any other class or series of capital stock of the corporation over which the Series Junior
Preferred Stock has preference or priority as to dividends and (ii) as used in Section C.1(e), shall mean such
Common Stock and any other class or series of capital stock of the corporation over which the Series A Junior
Preferred or Series B Junior Preferred, as applicable, has preference or priority in any liquidation, dissolution or
winding up of the corporation.

(ii) The term “parity stock™ (i) as used in Section C.1(c), shall mean any class or series of
capital stock of the corporation hereafter authorized or issued ranking pari passu with the Series Junior Preferred
as to dividends and (ii) as used in Section C.1(e), shall mean any class or series of capital stock of the corporation
ranking pari passu with the Series A Junior Preferred or Series B Junior Preferred, as applicable, in any
liquidation, dissolution or winding up.

ARTICLE 6 — NO PREEMPTIVE RIGHTS
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Except as may be otherwise provided by the Board, no preemptive rights shall exist with respect to the
shares of Common Stock, Preferred Stock or other securities convertible into shares of Common Stock of this
corporation.

ARTICLE 7 — BYLAWS
In furtherance and not in limitation of the powers conferred by the Act, the Board shall have the power to
make, adopt, repeal, alter, amend and rescind the bylaws for this corporation, subject to the power of the
shareholders to amend or repeal such bylaws in accordance with the Act. The shareholders shall also have the
power to adopt, amend or repeal the bylaws for this corporation in accordance with the Act.

ARTICLE 8 — DIRECTORS

The number of directors of the corporation shall be determined in the manner specified in the bylaws and
may be increased or decreased from time to time in the manner provided therein.

ARTICLE 9 — NO CUMULATIVE VOTING

No cumulative voting for directors shall be permitted.
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ARTICLE 10 — INDEMNIFICATION
A. The capitalized terms in this Article 10 shall have the meanings set forth in RCW 23B.08.500.

B. The Corporation shall indemnify and hold harmless each individual who is or was serving as a Director
or officer of the Corporation or who, while serving as a Director or officer of the Corporation, is or was serving
at the request of the Corporation as a director, officer, partner, trustee, employee, or agent of another foreign or
domestic corporation, partnership, joint venture, trust, employee benefit plan, or other enterprise, against any and
all Liability incurred with respect to any Proceeding to which the individual is or is threatened to be made a Party
because of such service, and shall make advances of reasonable Expenses with respect to such Proceeding, to the
fullest extent permitted by law, without regard to the limitations in RCW 23B.08.510 through 23B.08.550 and
23B.08.560(2); provided that no such indemnity shall indemnify any Director or officer from or on account of:
(1) acts or omissions of the Director or officer finally adjudged to be intentional misconduct or a knowing
violation of law; (2) conduct of the Director or officer finally adjudged to be in violation of RCW 23B.08.310; or
(3) any transaction with respect to which it was finally adjudged that such Director or officer personally received
a benefit in money, property, or services to which the Director or officer was not legally entitled.

C. To the fullest extent permitted by law, without regard to the limitations in RCW 23B.08.510 through
23B.08.550 and 23B.08.560(2), the rights to indemnification and advance of reasonable Expenses conferred in
this Article 10 shall not be exclusive of any other right which any individual may have or hereafter acquire under
any statute, provision of the bylaws, agreement, vote of shareholders or disinterested directors, or otherwise. The
right to indemnification conferred in this Article 10 shall be a contract right upon which each Director or officer
shall be presumed to have relied in determining to serve or to continue to serve as such. Any amendment to or
repeal of this Article 10 shall not adversely affect any right or protection of a Director or officer of the
Corporation for or with respect to any acts or omissions of such Director or officer occurring prior to such
amendment or repeal.

D. If, after the effective date of this Article 10, the Act is amended to authorize further indemnification of
Directors or officers, then Directors and officers of the Corporation shall be indemnified to the fullest extent
permitted by the Act.

E. If a claim under this Article 10 is not paid in full by the Corporation within 30 days after a written claim
has been received by the Corporation, the claimant may at any time thereafter bring suit against the Corporation
to recover the unpaid amount of the claim and, if successful in whole or in part, the claimant shall be entitled to
be paid also the expense of prosecuting such claim. It shall be a defense to any such action (other than an action
brought to enforce a claim for expenses incurred in defending any proceeding in advance of its final disposition
where the required undertaking, if any is required, has been tendered to the Corporation) that the claimant has not
met the standards of conduct that make it permissible under the Act for the Corporation to indemnify the
claimant for the amount claimed, but the burden of proving such defense shall be on the Corporation. Neither the
failure of the Corporation (including its Board, independent legal counsel, or its shareholders) to have made a
determination prior to the commencement of such action that indemnification of the claimant is proper in the -
circumstances because he or she has met the applicable standard of conduct set forth in the Act, nor an actual
determination by the Corporation (including its Board, independent legal counsel, or its shareholders) that the
claimant has not met such applicable standard of conduct, shall be a defense to the action or create a presumption
that the claimant has not met the applicable standard of conduct.

F. The Corporation may purchase and maintain insurance on behalf of an individual who is or was a
Director, officer, employee, or agent of the Corporation or, who, while a Director, officer, employee, or agent of
the Corporation, is or was serving at the request of the Corporation as a director, officer, partner, trustee,
employee, or agent of another foreign or domestic corporation, partnership, joint venture, trust, employee benefit
plan, or other enterprise against Liability asserted against or incurred by the individual in that capacity or arising
from the individual’s status as a director, officer, employee, or agent, whether or not the Corporation would have
power to indemnify the individual against such Liability under RCW 23B.08.510 or 23B.08.520.
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ARTICLE 11 — LIMITATIONS OF DIRECTOR LIABILITY

To the fullest extent permitted by the Act, as it exists on the date hereof or may hereafter be amended, a
director of this corporation shall not be personally liable to the corporation or its shareholders for monetary
damages for conduct as a director. Any amendment to or repeal of this Article 11 shall not adversely affect a
director of this corporation with respect to any conduct of such director occurring prior to such amendment or
repeal.

ARTICLE 12 — SPECIAL SHAREHOLDER MEETINGS

Special meetings of the shareholders of the Corporation for any purpose or purposes may be called at any
time by (i) the corporation’s Chairman of the Board, (ii} the corporation’s Chief Executive Officer or President,
or (iii) shareholders holding not less than a majority of all votes attributable to the issued and outstanding shares
of the corporation’s stock taken together and not as separate classes, provided the request is in proper form as
prescribed in the bylaws of the corporation or as otherwise required by applicable law. Such special meetings
may not be called by any other person or persons.

ARTICLE 13 — ACTION BY MAJORITY VOTE; REDUCED VOTING REQUIREMENTS

The provisions of this Article 13 are specifically intended to reduce the voting requirements otherwise
prescribed under RCW 23B.10.030, 23B.11.030, 23B.12.020 and 23B.14.020, in accordance with
RCW 23B.07.270. In the case of any matter submitted to a vote of the shareholders of this corporation for which
the Act requires (unless these Articles of Incorporation provide otherwise) the approval of two-thirds of the votes
of each voting group entitled to be cast thereon, the approval of a majority, rather than two-thirds, of the votes of
each voting group entitled to be cast on such matter shall be sufficient for such matter to be approved. Without
limiting the generality of the foregoing, such matters are intended to include, to the extent not inconsistent with
the Act, amendments to these Articles of Incorporation, mergers and share exchanges, sales of assets other than
in the ordinary course of business, and dissolution. In addition, except as otherwise provided in these Articles of
Incorporation, as amended from time to time, the application of separate voting group rights under
RCW 23B.10.040(1)(a), (e) or (f), or 23B.11.035 (or any related section concerning voting group rights as to
mergers or share exchanges), is hereby explicitly denied.

ARTICLE 14 — AMENDMENTS
The corporation reserves the right to amend, alter, change or repeal any provision contained in these Articles
of Incorporation in the manner now or hereinafter prescribed by statutes, and all rights conferred upon the

shareholders and directors therein are granted subject to this reservation.

The undersigned, as of Pendrell Washington Corporation, has signed these Articles of Incorporation
on , 2012,

PENDRELL WASHINGTON CORPORATION

By:
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ApPPENDIX C

PENDRELL WASHINGTON CORPORATION
A Washington Corporation (the “Corporation”)

BYLAWS
ARTICLE I SHAREHOLDERS
Section 1.1 Annual Meeting.

An annual meeting of the shareholders of this Corporation shall be held each year on such date as the Board
of Directors (the “Board”) shall determine pursuant to proper notice. The failure to hold an annual meeting at the
time stated or fixed in accordance with these Bylaws does not affect the validity of any corporate action.

Section 1.2 Special Meetings.

Special meetings of shareholders for any purpose or purposes may be held at any time upon call of the
Chairman of the Board, the Chief Executive Officer or the President, at such time and place either within or
without the State of Washington as may be stated in the notice. Holders of not less than a majority of all the votes
attributable to the issued and outstanding shares of the Corporation’s stock taken together and not as separate
classes may call special meetings of the shareholders for any purpose by giving notice to the Corporation as
specified in Section 1.9(c).

Section 1.3 Notice of Meetings; Waiver of Notice.

Written or electronic notice of each shareholders’ meeting stating the date, time, and place and, in case of a
special meeting, the purpose(s) for which such meeting is called, shall be given to all shareholders in writing not
less than ten (10) nor more than sixty (60) days before the date of the meeting to each shareholder entitled to vote
at such meeting. Such notice shall specify the place, date and hour, and in the case of special meetings, the
purpose or purposes of the meeting, and the means of remote communications, if any, by which shareholders and
proxy holders may be deemed to be present in person and vote at any such meeting. Upon written request
delivered to the Corporation in accordance with Section 1.9(c) hereof by the holders of shares representing not
less than the number of votes specified in Section 1.2 hereof, the shareholders may request that the Corporation
call a special meeting of shareholders. Within thirty (30) days of such a request, the Secretary shall give notice of
a special meeting of shareholders to be held on such date and at such place and hour as the Secretary may fix, and
if the Secretary shall neglect or refuse to issue such notice, the person making the request may do so and may fix
the date for such meeting.
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A shareholder may waive any notice required to be given by these Bylaws, or the Articles of Incorporation
of this Corporation, or the WBCA, before or after the meeting that is the subject of such notice. A valid waiver is
created by any of the following four methods: (a) in an executed and dated record (as defined in the Act)
delivered by the shareholder entitled to notice to the Corporation for inclusion in its corporate records; (b) if the
Corporation has designated an address, location, or system to which the waiver may be electronically transmitted
and the waiver is electronically transmitted to the designated address, location, or system, in an executed and
dated electronically transmitted record (c) attendance at the meeting, unless the shareholder at the beginning of
the meeting objects to holding the meeting or transacting business at the meeting; or (d) failure to object at the
time of presentation of a matter not within the purpose or purposes described in the meeting notice.

Section 1.4 Quorum.

Except as otherwise provided by law or in the Articles of Incorporation or these Bylaws, at any meeting of
shareholders, the holders of shares representing a majority of all of the votes assigned under the Articles of
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Incorporation to the outstanding shares of the Corporation entitled to vote at the meeting shall be present in
person or represented by proxy in order to constitute a quorum for the transaction of any business; provided,
however, that where a separate vote by a class or classes is required, shares representing a majority of all the
votes assigned under the Articles of Incorporation to the outstanding shares of such class or classes, present in
person or represented by proxy at the meeting, shall constitute a quorum entitled to take action with respect to
that vote on that matter. In the absence of a quorum, a majority in voting interest of the shareholders present or
the chairman of the meeting may adjourn the meeting from time to time in the manner provided in Section 1.5 of
these Bylaws until a quorum shall be present.

Section 1.5 Adjournment.

Any meeting of shareholders, annual or special, may adjourn from time to time to reconvene at the same or
some other place, and notice need not be given of any such adjourned meeting if the time and place thereof are
announced at the meeting at which the adjournment is taken. At any adjourned meeting at which a quorum is
present, any business may be transacted which might have been transacted at the original meeting. If the
adjournment is for more than 30 days, or if after the adjournment a new record date is fixed for the adjourned

meeting, a notice of the adjourned meeting shall be given to each shareholder of record entitled to vote at the
meeting.

Section 1.6 Organization.

The Chairman of the Board, or in his or her absence, the Chief Executive Officer, the President, or a Vice
President (in order of seniority), shall call to order meetings of shareholders, and shall act as chairman of such
meetings. The Board or, if the Board fails to act, the shareholders, may appoint any shareholder, director, or
officer of the Corporation to act as chairman of any meeting in the absence of the Chairman of the Board, the
Chief Executive Officer, the President, and all Vice Presidents. The Secretary of the Corporation shall act as
secretary of all meetings of shareholders, but, in the absence of the Secretary, the chairman of the meeting may
appoint any other person to act as secretary of the meeting.

Section 1.7 Voting.

Except as otherwise provided by law or in the Articles of Incorporation or these Bylaws, at any meeting
duly called and held at which a quorum is present, corporate action to be taken by shareholder vote, other than
the election of directors, shall be authorized by a majority of the votes (assigned under the Articles of
Incorporation to the shares of the Corporation represented in person or by proxy at the meeting and entitled to
vote) cast by the shareholders entitled to vote and present in person or represented by proxy at the meeting;
provided, however, that where a separate vote of a class or classes is required, corporate action to be taken by
such class or classes shall be authorized by a majority of the votes (assigned under the Articles of Incorporation
to the shares of the Corporation represented in person or by proxy at the meeting and entitled to vote) cast by
such class or classes. Directors shall be elected at each annual meeting of shareholders by a plurality of the votes
(assigned under the Articles of Incorporation to the shares of the Corporation represented in person or by proxy
at the meeting and entitled to vote) cast by the shareholders entitled to vote and present in person or represented
by proxy at the meeting.

Section 1.8 Proxy Representation.

Each shareholder entitled to vote at any meeting of shareholders or to express consent to or dissent from
corporate action in writing without a meeting may authorize another person to act for him, her or it by proxy. No
proxy shall be valid after eleven months from its date, unless it provides otherwise. Such authorization may be
accomplished by the shareholder or such shareholder’s authorized officer, director, employee or agent
(a) executing a writing or causing his or her signature to be affixed to such writing by any reasonable means,
including facsimile signature, or (b) transmitting or authorizing the transmission of a telegram, cablegram or
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other electronic transmission to the intended holder of the proxy or to a proxy solicitation firm, proxy support
service or similar agent duly authorized by the intended proxy holder to receive such transmission; provided, that
any such telegram, cablegram or other electronic transmission must either set forth or be accompanied by
information from which it can be determined that the telegram, cablegram or other electronic transmission was
authorized by the shareholder. Any copy, facsimile telecommunication or other reliable reproduction of the
writing or transmission by which a shareholder has authorized another person to act as proxy for such
shareholder may be substituted or used in lieu of the original writing or transmission for any and all purposes for
which the original writing or transmission could be used, provided that such copy, facsimile telecommunication
or other reproduction shall be a complete reproduction of the entire original writing or transmission.

Section 1.9 Business at Annual and Special Meetings. No business may be transacted at an annual or special
meeting of shareholders other than business that is:

(a) specified in the notice of meeting (or any supplement thereto) given by or at the direction of the
Board of Directors (or any duly authorized committee thereof);

(b) otherwise properly brought before the meeting by or at the direction of the Board of Directors (or
any duly authorized committee thereof); or

(c) otherwise properly brought before the meeting:

(i) by (x) a shareholder that holds of record stock of the Corporation entitled to vote at the meeting
on such matter (including any election of a director) (“Record Holder”) or (y) a person (a “Nominee Holder”)
that holds such stock through a nominee or “street name” holder of record of such stock and can demonstrate to
the Corporation such indirect ownership of, and such Nominee Holder’s entitlement to vote, such stock on such
matter; and

(ii) such shareholder complies with the notice procedures set forth in Section 1.10 (such Record
and Nominee Holders are referred to as “Noticing Shareholders™). If a special meeting is called as a result of
demands by more than one Noticing Shareholder, the references to Record Holder in (c)(i)(x) and Nominee
Holder in (c)(i)(y) refers to each person making a demand and the requirement of (c)(ii) applies to all persons
making a demand, but persons other than the first person making demand need only comply with
Section 1.10(b)(i), (ii)(B) and (iii). Clause (c) of this Section 1.9 shall be the exclusive means for a Noticing
Shareholder to make nominations or submit other business before a meeting of shareholders (other than matters
properly brought under Rule 14a-8 under the Securities Exchange Act of 1934, as amended (the “Exchange Act”)
and included in the Corporation’s notice of meeting, which matters are not governed by these Bylaws).
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Section 1.10 Notice of Shareholder Business to be Conducted at Meetings of Shareholders. In order for a
Noticing Shareholder to properly bring any item of business before a meeting of shareholders, timely notice must
be given in proper written form to the secretary of the Corporation.

(a) To be timely, a Noticing Shareholders’ notice shall be delivered to the secretary at the principal
executive offices of the Corporation:

(i) as to an annual meeting, not earlier than the close of business on the 120th day and not later
than the close of business on the 90th day prior to the first anniversary of the preceding year’s annual meeting;
provided, however, that in the event that the date of the annual meeting is more than 30 days before or more than
60 days after such anniversary date, notice by the shareholder to be timely must be so delivered not earlier than
the close of business on the 120th day prior to the date of such annual meeting and not later than the close of
business on the later of the 90th day prior to the date of such annual meeting or, if the first public announcement
of the date of such annual meeting is less than 100 days prior to the date of such annual meeting, not later than
the 10th day following the day on which public announcement of the date of such meeting is first made by the
Corporation; or
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(i1) as to a special meeting, not later than the close of business on the date of delivery of the first
shareholder demand in compliance with Section 23B.07.020(a) of the Washington Business Corporation Act (the
“WBCA”).

In no event shall any adjournment or postponement of an annual or special meeting, or the
announcement thereof, commence a new time period for the giving of a shareholder’s notice as described above.

(b) To be in proper form, a Noticing Shareholder’s notice to the secretary of the Corporation must:

(i) set forth, as to the Noticing Shareholder and, if the Noticing Shareholder holds for the benefit
of another, the beneficial owner, on whose behalf the nomination or proposal is made:

(A) the name and address of such Noticing Shareholder, as they appear on the Corporation’s
books and, if the Noticing Shareholder holds for the benefit of another, the name and address of such beneficial
owner (collectively “Holder™),

(B) the following information:

(1) the class or series and number of shares of the Corporation which are, directly or
indirectly, owned beneficially and/or of record;

(2) any option, warrant, convertible security, stock appreciation right, or similar right
with an exercise or conversion privilege or a settlement payment or mechanism at a price related to any class or
series of shares of the Corporation or with a value derived in whole or in part from the value of any class or
series of shares of the Corporation, whether or not such instrument or right shall be subject to settlement in the
underlying class or series of capital stock of the Corporation or otherwise (a “Derivative Instrument”) that is
directly or indirectly owned beneficially and any other direct or indirect opportunity to profit or share in any
profit derived from any increase or decrease in the value of shares of the Corporation;

(3) any proxy, contract, arrangement, understanding, or relationship pursuant to which
such Holder has a right to vote or has granted a right to vote any shares of any security of the Corporation;

(4) any short interest in any security of the Corporation (for purposes of this Bylaw a
person shall be deemed to have a short interest in a security if such Holder directly or indirectly, through any
contract, arrangement, understanding, relationship or otherwise, has the opportunity to profit or share in any
profit derived from any decrease in the value of the subject security);

(5) any rights to dividends on the shares of the Corporation owned beneficially by such
Holder that are separated or separable from the underlying shares of the Corporation;

(6) any proportionate interest in shares of the Corporation or Derivative Instruments
held, directly or indirectly, by a general or limited partnership or limited liability company or similar entity in
which such Holder is a general partner or, directly or indirectly, beneficially owns an interest in a general partner,
is the manager, managing member or directly or indirectly beneficially owns an interest in the manager or
managing member of a limited liability company or similar entity;

(7) any performance-related fees (other than an asset-based fee) that such Holder is
entitled to which is based on any increase or decrease in the value of shares of the Corporation or any Derivative
Instruments; and

(8) the information called for by (1) through (7) for any members of such Holder’s
immediate family sharing the same household;
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(C) such information shall be provided as of the date of the notice required by (B) and any
changes in the information required by (B) between the initial disclosure and the record date for the meeting shall
be disclosed by such Holder in a supplemental notice to be provided to the Corporation not later than 10 days
after the record date for the meeting;

(D) any other information relating to such Holder, that would be required to be disclosed in a
proxy statement or other filings required to be made in connection with solicitations of proxies for, as applicable,
the proposal and/or for the election of directors in a contested election pursuant to Section 14 of the Exchange
Act and the rules and regulations promulgated thereunder;

(ii) if the notice relates to any business other than a nomination of a director or directors that the
shareholder proposes to bring before the meeting, such notice must set forth:

(A) a brief description of the business desired to be brought before the meeting, the reasons
for conducting such business at the meeting and any material interest of such Holder, in such business, and

(B) a description of all agreements, arrangements and understandings, direct and indirect,
between such Holder, and any other person or persons (including their names) in connection with the proposal of
such business by such shareholder;

(iii) set forth, as to each person, if any, whom the Holder proposes to nominate for election or
reelection to the Board of Directors:

(A) all information relating to such Holder that would be required to be disclosed in a proxy
statement or other filings required to be made in connection with solicitations of proxies for election of directors
in a contested election pursuant to Section 14 of the Exchange Act and the rules and regulations promulgated
thereunder (including such person’s written consent to being named in the proxy statement as a nominee and to
serving as a director if elected) and

(B) a description of all direct and indirect compensation and other material monetary
agreements, arrangements and understandings during the past three years, and any other material relationships,
between or among such Holder and respective affiliates and associates, or others acting in concert therewith, on
the one hand, and each proposed nominee, and his or her respective affiliates and associates, or others acting in
concert therewith, on the other hand, including, without limitation all information that would be required to be
disclosed pursuant to Item 404 of Regulation S-K if the Holder making the nomination or on whose behalf the
nomination is made, if any, or any affiliate or associate thereof or person acting in concert therewith, were the
“registrant” for purposes of such rule and the nominee were a director or executive officer of such registrant; and

(iv) with respect to each nominee for election or reelection to the Board of Directors, include a
completed and signed questionnaire, representation and agreement required by Section 1.11 of these Bylaws.

The Corporation may require any proposed nominee to furnish such other information as may
reasonably be required by the Corporation to determine the eligibility of such proposed nominee to serve as an
independent director of the Corporation or that could be material to a reasonable shareholder’s understanding of
the independence, or lack thereof, of such nominee.

(c) Notwithstanding anything in the second sentence of this Section 1.10(a)(i) to the contrary, in the
event that the number of directors to be elected to the Board of Directors is increased and there is no public
announcement by the Corporation naming all of the nominees for director or specifying the size of the increased
Board of Directors at least 100 days prior to the first anniversary of the preceding year’s annual meeting, a
shareholder’s notice required by this Bylaw shall also be considered timely, but only with respect to nominees for
any new positions created by such increase, if it shall be delivered to the secretary at the principal executive
offices of the Corporation not later than the close of business 10 days following the day on which such public
announcement is first made by the Corporation.
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(d) Only such persons who are nominated in accordance with the procedures set forth in this Bylaw
shall be eligible to serve as directors and only such business shall be conducted at a meeting of shareholders as
shall have been brought before the meeting in accordance with the procedures set forth in this Bylaw. Except as
otherwise provided by law, the Articles of Incorporation or these Bylaws, the chairman of the meeting shall have
the power and duty to determine whether a nomination or any business proposed to be brought before the
meeting was made or proposed, as the case may be, in accordance with the procedures set forth in this Bylaw
and, if any proposed nomination or business is not in compliance with this Bylaw, to declare that such defective
proposal or nomination shall be disregarded.

(e) For purposes of this Bylaw, “public announcement” shall mean disclosure in a press release
reported by a national news service or in a document publicly filed by the Corporation with the Securities and
Exchange Commission (the “SEC”) pursuant to Section 13, 14 or 15(d) of the Exchange Act and the rules and
regulations promulgated thereunder.

(f) Notwithstanding the foregoing provisions of this Bylaw, a Noticing Shareholder shall also comply
with all applicable requirements of the Exchange Act and the rules and regulations thereunder with respect to the
matters set forth in this Bylaw; provided, however, that any references in these Bylaws to the Exchange Act or
the rules promulgated thereunder are not intended to and shall not limit the requirements applicable to
nominations or proposals as to any other business to be considered pursuant to this Section 1.10 or Section 1.9 of
the Bylaws. Nothing in this Bylaw shall be deemed to affect any rights of shareholders to request inclusion of
proposals in the Corporation’s proxy statement pursuant to Rule 14a-8 under the Exchange Act. For avoidance of
doubt this Section 1.10 shall also constitute an “advance notice provision” for annual meetings for purposes of
Rule 14a-4(c)(1), promulgated under the Exchange Act.

Section 1.11 Submission of Questionnaire, Representation and Agreement. To be eligible to be a nominee
for election as a director of the Corporation, pursuant to a nomination by a Noticing Shareholder a person must
deliver (in accordance with the time periods prescribed for delivery of notice under Section 1.10) to the secretary
at the principal executive offices of the Corporation a written questionnaire with respect to the background and
qualification of such person and the background of any other person or entity on whose behalf the nomination is
being made (which questionnaire shall be provided by the secretary upon written request) and a written
representation and agreement (in the form provided by the secretary upon written request) that such person:

(a) is not and will not become a party to:

(1) any agreement, arrangement or understanding with, and has not given any commitment or
assurance to, any person or entity as to how such person, if elected as a director of the Corporation, will act or
vote on any issue or question (a “Voting Commitment”) that has not been disclosed to the Corporation, or

(ii) any Voting Commitment that could limit or interfere with such person’s ability to comply, if
elected, with such person’s fiduciary duties under applicable law;

(b) is not and will not become a party to any agreement, arrangement or understanding with any person
or entity other than the Corporation with respect to any direct or indirect compensation, reimbursement or
indemnification in connection with service or action as a director that has not been disclosed therein; and

(¢) in such person’s individual capacity and on behalf of any person or entity on whose behalf the
nomination is being made, would be in compliance, if elected as a director of the Corporation, and will comply
with all applicable publicly disclosed corporate governance, conflict of interest, confidentiality and stock
ownership and trading policies and guidelines of the Corporation.



ARTICLE II BOARD OF DIRECTORS
Section 2.1 Number and Term of Office.

The business, property, and affairs of the Corporation shall be managed by or under the direction of the
Board of the Corporation. The number of directors constituting the entire Board shall be not less than one (1) nor
more than seventeen (17) as fixed from time to time by vote of a majority of the entire Board; provided, however,
that no decrease in the number of directors may shorten the term of any incumbent director. Unless a director
resigns or is removed, he or she shall hold office until the next annual meeting of shareholders or until his or her
successor is elected, whichever is later.

Section 2.2 Nomination and Election.

(a) Only persons who are nominated in accordance with the following procedures shall be eligible for
election as directors. Nominations for the election of Directors may be made by the Board or by a nominating
committee of the Board or by any shareholder of record entitled to vote for the election of directors at such
meeting; provided, however, that a shareholder may nominate persons for election as directors only if written
notice (in accordance with Section 1.9(c) hereof) of such shareholder’s intention to make such nominations is
received by the Secretary not later than (i) with respect to an election to be held at an annual meeting of the
shareholders, 60 days prior to the date specified in Section 1.1 hereof for such annual meeting (or if less than 40
days’ notice or prior public disclosure of the date of the annual meeting is given or made to the shareholders, not
later than the tenth day following the day on which such notice of the date of the annual meeting was mailed or
such public disclosure was made) and (ii) with respect to an election to be held at a special meeting of
shareholders for the election of directors, the close of business on the seventh business day following the date on
which notice of such meeting is first given to shareholders. Any such shareholder’s notice shall set forth (a) the
name and address of the shareholder who intends to make a nomination; (b) a representation that the shareholder
is entitled to vote at such meeting and a statement of the number of shares of the corporation that are beneficially
owned by the shareholder; (c) a representation that the shareholder intends to appear in person or by proxy at the
meeting to nominate the person or persons specified in the notice; (d) as to each person the shareholder proposes
to nominate for election or re-election as a director, the name and address of such person and such other
information regarding such nominee as would be required in a proxy statement filed pursuant to the proxy rules
of the Securities and Exchange Commission had such nominee been nominated by the Board, and a description
of any arrangements or understandings between the shareholder and such nominee and any other persons
(including their names) pursuant to which the nomination is to be made; and (e) the consent of each such
nominee to serve as a director if elected. If the facts warrant, the Board, or the chairman of a shareholders’
meeting at which directors are to be elected, shall determine and declare that a nomination was not made in
accordance with the foregoing procedure and, if it is so determined, the defective nomination shall be
disregarded. The right of shareholders to make nominations pursuant to the foregoing procedure is subject to the
rights of the holders of any class or series of stock having a preference over the Corporation’s common stock as
to dividends or upon liquidation. The procedures set forth in this Section 2.2 for nomination for the election of
directors by shareholders are in addition to, and not in limitation of, any procedures now in effect or hereafter
adopted by or at the direction of the Board or any committee thereof.
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(b) At each election of directors, the persons receiving the greatest number of votes (as assigned under the
Articles of Incorporation to the shares of the Corporation represented in person or by proxy at the meeting and
entitled to vote), up to the number of directors to be elected, shall be the directors.

Section 2.3 Chairman and Vice Chairman of the Board.

The directors may elect a Chairman and a Vice Chairman of the Board who shall be subject to the control of
and may be removed by the Board. The Vice Chairman, if elected, shall have such powers and duties as the
Board may assign to him or her.
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Section 2.4 Meetings.

Regular meetings of the Board may be held with notice at such time and place as shall from time to time be
determined by the Board. Special meetings of the Board shall be held at such time and place as shall be
designated in the notice of the meeting whenever called by the Chairman, the Chief Executive Officer (if a
director), the President (if a director) or by a majority of the directors then in office.

Section 2.5 Notice of Meetings; Waiver of Notice.

Notice of meetings of the Board shall be given to all directors, either orally or in writing (including a voice-
messaging system or other system designed to record and communicate messages, facsimile, telegraph or telex,
or by electronic mail or other electronic means) at least twenty-four (24) hours before the meeting.

A director may waive notice of a meeting either before or after the meeting by signing a written waiver of
notice or by any waiver by electronic transmission. All such waivers shall be filed with the corporate records or
made a part of the minutes of the meeting. In addition, attendance or participation at any meeting shall constitute
waiver of notice of such meeting unless a director attends or participates for the express purpose of objecting to
the transaction of business on the ground that the meeting has not been lawfully called or convened.

Section 2.6 Quorum and Organization of Meetings.

A majority of the total number of members of the Board as constituted from time to time shall constitute a
quorum for the transaction of business or, if vacancies exist on the Board, a majority of the total number of
directors then serving on the Board provided that such number may be not less than one-third of the total number
of directors fixed in the manner provided by these Bylaws. If at any meeting of the Board (whether or not
adjourned from a previous meeting) there shall be less than a quorum present, a majority of those present may
adjourn the meeting to another time and place, and the meeting may be held as adjourned without further notice
or waiver. Except as otherwise provided by law or in the Articles of Incorporation or these Bylaws, a majority of
the directors present at any meeting at which a quorum is present may decide any question brought before such
meeting. Meetings shall be presided over by the Chairman, or in his or her absence, by the Chief Executive
Officer, the President, or such other person as the directors may select. The Secretary of the Corporation shall act
as secretary of the meeting, but in his or her absence, the chairman of the meeting may appoint any person to act
as secretary of the meeting. A director of the Corporation present at a Board or committee meeting at which
action on any corporate matter is taken shall be presumed to have assented to the action taken unless his or her
dissent is entered in the minutes of the meeting, or unless such director files a written dissent to such action with
the person acting as the secretary of the meeting before the adjournment thereof, or forwards such dissent by

registered mail to the Secretary of the Corporation immediately after the adjournment of the meeting. A director
who voted in favor of such action may not dissent.

Section 2.7 Committees.

The Board may by resolution designate one or more committees, each committee to consist of one or more
of the directors of the Corporation; provided, however, that persons who are not directors of the Corporation may
also be members of such committees to the extent provided in the resolution of the Board. The Board may
designate one or more directors as alternate members of any committee, who may replace any absent or
disqualified member at any meeting of the committee. In the absence or disqualification of a member of a
committee, the member or members thereof present at any meeting and not disqualified from voting, whether or
not they constitute a quorum, may unanimously appoint another member of the Board to act at the meeting in
place of any such absent or disqualified member. Any such committee, to the extent provided in the resolution
approved by every member of the Board and permitted by law, shall have and may exercise all the powers and
authority of the Board in the management of the business, property, and affairs of the Corporation. Each
committee of the Board may fix its own rules and procedures. Notice of meetings of committees, other than of
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regular meetings provided for by the rules, shall be given to committee members in a manner prescribed by such
committee’s rules or, if not so prescribed, in a manner permitted for delivery of notices of meetings of the Board.
All action taken by committees shall be recorded in minutes of the meetings.

Section 2.8 Action Without Meeting.

Unless otherwise restricted by the Articles of Incorporation, any action required or permitted to be taken at
any meeting of the Board of Directors, or of any committee thereof, may be taken without a meeting if all
members of the Board of Directors or committee, as the case may be, consent thereto, and the consents
describing the action taken are executed by each director, and delivered to the Corporation for inclusion in the
minutes or filing with the corporate records, each of which consents shall be set forth either (a) in an executed
record or (b) if the Corporation has designated an address, location, or system to which the consents may be
electronically transmitted and the consent is electronically transmitted to the designated address, location, or
system, in an executed electronically transmitted record. Action taken by unanimous written consent is effective
when the last director executes the consent, unless the consent specifies a later effective date.

Section 2.9 Telephone Meetings.

Nothing contained in these Bylaws shall be deemed to restrict the power of members of the Board, or any
committee designated by the Board, to participate in a meeting of the Board, or a committee thereof, by means of
conference telephone or similar communications equipment by means of which all persons participating in the
meeting can hear each other. Participation by such means shall constitute presence in person at a meeting.

ARTICLE III OFFICERS
Section 3.1 Number, Election and Term.

Officers of the Corporation shall be a President and Secretary. The Board shall elect Officers at its first
meeting, and at each regular annual meeting of the Board thereafter. Each Officer shall hold office until the next
succeeding annual meeting of the Directors and until his successor shall be elected and qualified. Any one person
may hold more than one office if it is deemed advisable by the Board.

Section 3.2 Additional Officers and Agents.

The Board may elect or appoint such other officers (including a Chief Executive Officer and one or more
Vice Presidents, a Treasurer, Controller and one or more Assistant Treasurers and Assistant Secretaries) as it may
deem necessary or desirable. Each officer shall hold office for such term as may be prescribed by the Board from
time to time.

ARTICLE IV DUTIES OF OFFICERS
Section 4.1 Number.

The officers of the Corporation shall be appointed by the Board of Directors and shall consist of a chief
executive officer, a president, one or more vice-presidents, a secretary, a chief financial officer and such other
officers and assistant officers as may be deemed necessary or desirable by the Board of Directors. Such other
officers and assistant officers as may be necessary may also be appointed by a duly appointed officer to whom
such authority has been delegated by resolution of the Board of Directors. Any number of offices may be held by
the same person. In its discretion, the Board of Directors may choose not to fill any office for any period as it
may deem advisable, except that the offices of president and secretary shall be filled as expeditiously as possible.
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Section 4.2 Powers and Duties of Officers.

The Board of Directors, or a duly authorized officer, shall establish and may at any time modify the powers,
duties and responsibilities of each officer.

ARTICLE V RESIGNATIONS, REMOVALS, AND VACANCIES

Section 5.1 Resignations.

Any director or officer of the Corporation, or any member of any committee, may resign at any time by
giving written notice to the Board, the Chairman of the Board, the Chief Executive Officer, the President, or the
Secretary of the Corporation. Any such resignation shall take effect at the time specified therein or, if the time be

not specified therein, then upon receipt thereof. The acceptance of such resignation shall not be necessary to
make it effective.

Section 5.2 Removals.

Any officer elected by the Board may be removed by the Board whenever in its judgment the best interests
of the Corporation would be served thereby, but such removal shall be without prejudice to the contract rights, if
any, of the person so removed. The Board may remove with or without cause any member of any committee and
may, with or without cause, disband any committee. Any director or the entire Board may be removed, with or
without cause, by the holders of a majority of the votes entitled at the time to vote at an election of directors.

Section 5.3 Vacancies.

Except as otherwise set forth in this paragraph, any vacancy in the office of any director or officer through
death, resignation, removal, disqualification, or other cause, and any additional directorship resulting from
increase in the number of directors, shall be filled at any time by a majority of the directors then in office (even
though less than a quorum remains) and the person so chosen shall hold office until his or her successor shall
have been elected and qualified; or, if the person so chosen is a director elected to fill a vacancy, such person
shall hold office for the unexpired term of his or her predecessor.

ARTICLE VI CAPITAL STOCK

Section 6.1 Stock Certificates.

The certificates for shares of the capital stock of the Corporation shall be represented by certificates, or shall
be uncertificated. Certificates for the shares of stock, if any, shall be signed by the Chairman of the Board, the
Chief Executive Officer or the President and by the Treasurer or an Assistant Treasurer or the Secretary or an
Assistant Secretary of the Corporation. Any and all signatures on any such certificates may be facsimiles. In case
any officer, transfer agent or registrar who has signed or whose facsimile signature has been placed upon a
certificate shall have ceased to be such officer, transfer agent or registrar before such certificate issued, it may be

issued by the Corporation with the same effect as if such person were such officer, transfer agent or registrar at
the date of issue.

Section 6.2 Transfer of Shares.

Upon compliance with provisions restricting the transfer or registration of transfer of shares of capital stock,
if any, shares of the capital stock of the Corporation may be transferred on the books of the Corporation only by
the holder of such shares or by his or her duly authorized attorney, upon the surrender to the Corporation or its

transfer agent of the certificate representing such stock properly endorsed and the payment of taxes due thereon.
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Section 6.3 Fixing Record Date.

In order that the Corporation may determine the shareholders entitled to notice of or to vote at any meeting
of shareholders or any adjournment thereof or to express consent to corporate action in writing without a
meeting, or entitled to receive payment of any dividend or other distribution or allotment of any rights, or entitled
to exercise any rights in respect of any change, conversion, or exchange of stock, or for the purpose of any other
lawful action, the Board may fix, in advance, a record date, which, unless otherwise provided by law, shall not be
more than sixty nor less than 10 days before the date of such meeting, nor more than 60 days prior to any other
action.

Section 6.4 Lost Certificates.

The Board or any transfer agent of the Corporation may direct one or more new certificate(s) representing
stock of the Corporation to be issued in place of any certificate or certificates theretofore issued by the
Corporation, alleged to have been lost, stolen, or destroyed, upon the making of an affidavit of that fact by the
person claiming the certificate to be lost, stolen, or destroyed. When authorizing such issue of a new certificate or
certificates, the Board (or any transfer agent of the Corporation authorized to do so by a resolution of the Board)
may, in its discretion and as a condition precedent to the issuance thereof, require the owner of such lost, stolen,
or destroyed certificate or certificates, or his legal representative, to give the Corporation a bond in such sum as
the Board (or any transfer agent so authorized) shall direct to indemnify the Corporation against any claim that
may be made against the Corporation with respect to the certificate alleged to have been lost, stolen, or destroyed
or the issuance of such new certificates, and such requirement may be general or confined to specific instances.

Section 6.5 Regulations.
The Board shall have power and authority to make all such rules and regulations as it may deem expedient

concerning the issue, transfer, registration, cancellation, and replacement of certificates representing stock of the
Corporation.

ARTICLE VII MISCELLANEOUS
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Section 7.1 Corporate Seal.
There shall be no corporate seal.

Section 7.2 Fiscal Year.

The fiscal year of the Corporation shall be determined by resolution of the Board.

Section 7.3 Notice Generally. Whenever any notice is required by law, the Articles of Incorporation, or
these Bylaws to be given to any shareholder, director, or officer, such notice, except as otherwise provided by
law, may be given as follows:

(a) Oral Notice. Oral notice, where specifically authorized, may be communicated in person, by
telephone, wire or wireless equipment which does not transmit a facsimile of the notice, or by any electronic
means which does not create a record. Oral notice is effective when received if communicated in a
comprehensible manner.

(b) Written Notice. Written notice may be transmitted by mail, private carrier, or personal delivery;
telegraph or teletype; or telephone, wire, or wireless equipment which transmits a facsimile of the notice and
provides the transmitter with an electronically generated receipt. Written notice is effective at the earliest of the
following: (a) if notice is sent to the person’s address, telephone number, or other number appearing on the
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records of the Corporation, when dispatched by telegraph, teletype or facsimile equipment; (b) when received,;
(c) except as provided in the following sentence, five (5) days after its deposit in the U.S. mail if mailed with
first-class postage, to the address as it appears on the current records of the Corporation; (d) on the date shown on
the return receipt, if sent by registered or certified mail, return receipt requested, and the receipt is signed by or
on behalf of the addressee. Written notice to a shareholder, if in a comprehensible form and correctly addressed
to the shareholder’s address shown in the Corporation’s current record of shareholders, is effective (a) when
mailed, if mailed with first class postage prepaid; and (b) when dispatched, if prepaid, by air courier.

(c) Electronic Notice. Notices to directors and shareholders from the Corporation and from directors
and shareholders to the Corporation may be provided in an electronic transmission. Subject to contrary
provisions in the WBCA, notice to shareholders or directors in an electronic transmission shall be effective only
with respect to shareholders and directors that have consented, in the form of a record, to receive electronically
transmitted notices and that have designated in the consent the address, location, or system to which these notices
may be electronically transmitted and with respect to a notice that otherwise complies with any other
requirements of the WBCA and any applicable federal law.

A shareholder or director who has consented to receipt of electronically transmitted notices may revoke
this consent by delivering a revocation to the Corporation in the form of a record. The consent of any shareholder
or director is revoked if (a) the Corporation is unable to electronically transmit two consecutive notices given by
the Corporation in accordance with the consent, and (b) this inability becomes known to the secretary, the
transfer agent, or any other person responsible for giving the notice. The inadvertent failure by the Corporation to
treat this inability as a revocation does not invalidate any meeting or other action.

Notice provided in an electronic transmission, if in comprehensible form, is effective when it: (a) is
electronically transmitted to an address, location, or system designated by the recipient for that purpose; or
(b) has been posted on an electronic network and a separate record of the posting has been delivered to the
recipient together with comprehensible instructions regarding how to obtain access to the posting on the
electronic network.

(d) Notwithstanding anything to the contrary in this Bylaw or any other section of the WBCA and for
so long as the Corporation is a public company, if the WBCA requires that a notice to shareholders be
accompanied by certain material, the Corporation may satisfy such a requirement, whether or not a shareholder
has consented to receive electronically transmitted notice, by (i) posting the material on an electronic network
(either separate from, or in combination or as part of, any other materials the public company has posted on the
electronic network in compliance with applicable federal law) at or prior to the time that the notice is delivered to
the Corporation’s shareholders entitled to receive the notice, and (ii) delivering to the Corporation’s shareholders
entitled to receive the notice a separate record of the posting (which record may accompany, or be contained in,
the notice), together with comprehensible instructions regarding how to obtain access to the posting on the
electronic network. In such a case, the material is deemed to have been delivered to the Corporation’s
shareholders at the time the notice to the shareholders is effective under this Bylaw and the WBCA. If the
Corporation elects to post on an electronic network any material required by the WBCA to accompany a notice to
shareholders then the Corporation is required, at its expense, to provide a copy of the material in a tangible
medium (alone or in combination or as part of any other materials the Corporation has posted on the electronic
network in compliance with federal law) to any shareholder entitled to such a notice who so requests.

Section 7.4 Stock of Other Corporations or Other Interests.

Unless otherwise ordered by the Board, the Chairman of the Board, the Chief Executive Officer and the
President, and such attorneys or agents of the Corporation as may from time to time be authorized by the Board,
the Chairman of the Board, the Chief Executive Officer or the President shall have full power and authority on
behalf of this Corporation to attend and to act and vote in person or by proxy at any meeting of the holders of
securities of any corporation or other entity in which this Corporation may own or hold shares or other securities,

C-12



and at such meetings shall possess and may exercise all the rights and powers incident to the ownership of such
shares or other securities which this Corporation, as the owner or holder thereof, might have possessed and
exercised if present. The Chairman of the Board, the Chief Executive Officer and President, or such authorized
attorneys or agents, may also execute and deliver on behalf of this Corporation powers of attorney, proxies,
consents, waivers, and other instruments relating to the shares or securities owned or held by this Corporation.

Section 7.5 Access to Information.

Notwithstanding any right to the contrary contained in any agreement between the Corporation and any
shareholder of the Corporation, no shareholder of the Corporation will be entitled to access to any defense
articles, technical data or defense services as defined in the International Traffic in Arms Regulations (22 CFR
120-130) unless written approval is first granted by the Office of Defense Trade Controls of the U.S. Department
of State or to other information having distribution restrictions under other U.S. export laws, unless such access
is first approved by the applicable government agency.

ARTICLE VIII AMENDMENTS

The Board shall have the power to adopt, amend, or repeal bylaws except as otherwise provided by law or
the Articles of Incorporation.
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The Undersigned certifies that these were adopted by the Board of Directors of Pendrell Washington
Corporation on ,2012.

PENDRELL WASHINGTON CORPORATION

By:

Name and Title
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APPENDIX D

PENDRELL CORPORATION
2012 EQUITY INCENTIVE PLAN

1. GENERAL.

(a) Defined Terms. Capitalized terms used in this Plan are defined in Section 13 of this Plan.

(b) Successor to and Continuation of Prior Plan. The Plan is intended as the successor to and
continuation of the Pendrell Corporation 2000 Stock Incentive Plan, as amended and restated (the “Prior Plan™).
Following the date on which the Board adopts this Plan (the “Adoption Date”), no additional stock awards may
be granted under the Prior Plan. In addition, from and after 12:01 a.m. Pacific time on the Effective Date, all
outstanding stock awards granted under the Prior Plan will remain subject to the terms of the Prior Plan;
provided, however, that from and after the Adoption Date any shares subject to outstanding stock awards granted
under the Prior Plan that (i) expire or terminate for any reason prior to exercise or settlement; (ii) are forfeited,
cancelled or otherwise returned because of the failure to meet a contingency or condition required to vest such
shares; or (iii) are reacquired, withheld (or not issued) to satisfy a tax withholding obligation in connection with
an award (the “Returning Shares”) will immediately be added to the Share Reserve (as further described in
Section 3(a) below) as and when such shares become Returning Shares, and become available for issuance
pursuant to Awards granted hereunder. Notwithstanding the foregoing, all awards granted prior to the Adoption
Date that were subject to stockholder approval of an increase to the share reserve of the Prior Plan, and all
Awards granted on or after the Adoption Date will be subject to the terms of this Plan.

(c) Eligible Award Recipients. Employees, Directors and Consultants are eligible to receive Awards.

(d) Available Awards. The Plan provides for the grant of the following types of Awards: (i) Incentive
Stock Options, (ii) Nonstatutory Stock Options, (iii) Stock Appreciation Rights, (iv) Restricted Stock Awards,
(v) Restricted Stock Unit Awards, (vi) Performance Stock Awards, (vii) Performance Cash Awards, and
(viii) Other Stock Awards.

(e) Purpose. The Plan, through the granting of Awards, is intended to help the Company secure and retain
the services of eligible award recipients, provide incentives for such persons to exert maximum efforts for the
success of the Company and any Affiliate and provide a means by which the eligible recipients may benefit from
increases in value of the Common Stock.

2. ADMINISTRATION.

(a) Administration by Board. The Board will administer the Plan. The Board may delegate administration
of the Plan to a Committee or Commiittees as Plan Administrator, as provided in Section 2(c).

(b) Powers of Plan Administrator. The Plan Administrator will have the power, subject to, and within the
limitations of, the express provisions of the Plan:

(i) To determine (A) who will be granted Awards; (B) when and how each Award will be granted;
(C) what type of Award will be granted; (D) the provisions of each Award (which need not be identical),
including when a person will be permitted to exercise or otherwise receive cash or Common Stock under the
Award; (E) the number of shares of Common Stock subject to, or the cash value of, an Award; and (F) the Fair
Market Value applicable to a Stock Award.

(ii) To construe and interpret the Plan and Awards granted under it, and to establish, amend and revoke
rules and regulations for administration of the Plan and Awards. The Plan Administrator, in the exercise of these
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powers, may correct any defect, omission or inconsistency in the Plan or in any Award Agreement or in the
written terms of a Performance Cash Award, in a manner and to the extent it will deem necessary or expedient to
make the Plan or Award fully effective.

(iii) To settle all controversies regarding the Plan and Awards granted under it.

(iv) To accelerate, in whole or in part, the time at which an Award may be exercised or vest (or at
which cash or shares of Common Stock may be issued).

(v) To suspend or terminate the Plan at any time. Except as otherwise provided in the Plan or an Award
Agreement, suspension or termination of the Plan will not impair a Participant’s rights under his or her then-
outstanding Award without his or her written consent except as provided in subsection (viii) below.

(vi) To amend the Plan in any respect the Plan Administrator deems necessary or advisable, including,
without limitation, by adopting amendments relating to Incentive Stock Options and certain nonqualified
deferred compensation under Section 409A of the Code and/or to make the Plan or Awards granted under the
Plan compliant with the requirements for Incentive Stock Options or exempt from or compliant with the
requirements for nonqualified deferred compensation under Section 409A of the Code, subject to the limitations,
if any, of applicable law. However, if required by applicable law or listing requirements, and except as provided
in Section 9(a) relating to Capitalization Adjustments, the Company will seek stockholder approval of any
amendment of the Plan that (A) materially increases the number of shares of Common Stock available for
issuance under the Plan, (B) materially expands the class of individuals eligible to receive Awards under the
Plan, (C) materially increases the benefits accruing to Participants under the Plan, (D) materially reduces the
price at which shares of Common Stock may be issued or purchased under the Plan, (E) materially extends the
term of the Plan, or (F) materially expands the types of Awards available for issuance under the Plan. Except as
provided in the Plan (including Section 2(b)(viii)) or an Award Agreement, no amendment of the Plan will
impair a Participant’s rights under an outstanding Award without the Participant’s written consent.

(vii) To submit any amendment to the Plan for stockholder approval, including, but not limited to,
amendments to the Plan intended to satisfy the requirements of (A) Section 162(m) of the Code regarding the
exclusion of performance-based compensation from the limit on corporate deductibility of compensation paid to
Covered Employees, (B) Section 422 of the Code regarding Incentive Stock Options or (C) Rule 16b-3.

(viii) To approve forms of Award Agreements for use under the Plan and to amend the terms of any
one or more Awards, including, but not limited to, amendments to provide terms more favorable to the
Participant than previously provided in the Award Agreement, subject to any specified limits in the Plan that are
not subject to Plan Administrator discretion; provided however, that a Participant’s rights under any Award will
not be impaired by any such amendment unless the Company requests the consent of the affected Participant, and
such Participant consents in writing. Notwithstanding the foregoing, a Participant’s rights will not be deemed to
have been impaired by any such amendment if the Plan Administrator, in its sole discretion, determines that the
amendment, taken as a whole, does not materially impair the Participant’s rights, and subject to the limitations of
applicable law, if any, the Plan Administrator may amend the terms of any one or more Awards without the
affected Participant’s consent (A) to maintain the qualified status of the Award as an Incentive Stock Option
under Section 422 of the Code; (B) to change the terms of an Incentive Stock Option, if such change results in
impairment of the Award solely because it impairs the qualified status of the Award as an Incentive Stock Option
under Section 422 of the Code; (C) to clarify the manner of exemption from, or to bring the Award into
compliance with, Section 409A of the Code; or (D) to comply with other applicable laws or listing requirements.

(ix) Generally, to exercise such powers and to perform such acts as the Plan Administrator deems

necessary or expedient to promote the best interests of the Company and that are not in conflict with the
provisions of the Plan or Awards.
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(x) To adopt such procedures and sub-plans as are necessary or appropriate to permit participation in
the Plan by Employees, Directors or Consultants who are foreign nationals or employed outside the United States
(provided that Plan Administrator approval will not be necessary for immaterial modifications to the Plan or any
Award Agreement that are required for compliance with the laws of the relevant foreign jurisdiction).

(xi) To effect, with the consent of any adversely affected Participant, (A) the reduction of the exercise,
purchase or strike price of any outstanding Stock Award; (B) the cancellation of any outstanding Stock Award
and the grant in substitution therefor of a new Option, SAR, Restricted Stock Award, Restricted Stock Unit
Award, Other Stock Award, cash or other valuable consideration determined by the Plan Administrator, in its
sole discretion, with any such substituted award (1) covering the same or a different number of shares of
Common Stock as the cancelled Stock Award and (2) granted under the Plan or another equity or compensatory
plan of the Company; or (C) any other action that is treated as a re-pricing under generally accepted accounting
principles.

(¢) Delegation to Committee.

(i) General. The Board may delegate some or all of the administration of the Plan to a Committee or
Committees as Plan Administrator. If administration of the Plan is delegated to a Committee, the Committee will
have, in connection with the administration of the Plan, the powers theretofore possessed by the Board that have
been delegated to the Committee, including the power to delegate to a subcommittee of the Committee any of the
administrative powers the Committee is authorized to exercise (and references in this Plan to the Board will
thereafter be to the Committee or subcommittee, as applicable). Any delegation of administrative powers will be
reflected in resolutions, not inconsistent with the provisions of the Plan, adopted from time to time by the Board
or Committee (as applicable). The Committee may, at any time, abolish the subcommittee and/or revest in the
Committee any powers delegated to the subcommittee. The Board may retain the authority to concurrently
administer the Plan with the Committee and may, at any time, revest in the Board some or all of the powers
previously delegated.

(ii) Section 162(m) and Rule 16b-3 Compliance. The Committee may consist solely of two (2) or
more QOutside Directors, in accordance with Section 162(m) of the Code, or solely of two (2) or more
Non-Employee Directors, in accordance with Rule 16b-3.

(d) Delegation to an Officer. The Plan Administrator may delegate to one or more Officers the authority to
do one or both of the following (i) designate Employees who are not Officers to be recipients of Options and
SARs (and, to the extent permitted by applicable law, other Stock Awards) and, to the extent permitted by
applicable law, the terms of such Awards, and (ii) determine the number of shares of Common Stock to be
subject to such Stock Awards granted to such Employees; provided, however, that the Plan Administrator
resolutions or equity granting policy that describes such delegation will specify the total number of shares of
Common Stock that may be subject to the Stock Awards granted by such Officer and that such Officer may not
grant a Stock Award to himself or herself. Any such Stock Awards will be granted on the form of Award
Agreement most recently approved for use by the Plan Administrator, unless otherwise provided in resolutions or
the equity granting policy. The Plan Administrator may not delegate authority to an Officer who is acting solely
in the capacity of an Officer (and not also as a Director) to determine the Fair Market Value pursuant to
Section 13(w)(iii) below.

(e) Effect of Plan Administrator’s Decision. All determinations, interpretations and constructions made by
the Plan Administrator in good faith will not be subject to review by any person and will be final, binding and
conclusive on all persons.
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3. SHARES SUBJECT TO THE PLAN.
(a) Share Reserve.

(i) Subject to Section 9(a) relating to Capitalization Adjustments, the aggregate number of shares of
Common Stock that may be issued pursuant to Stock Awards from and after the Effective Date will not exceed,
in the aggregate, the sum of (i) thirty-seven million nine hundred fifty-two thousand five hundred forty-six
(37,952,546) new shares, and (ii) the Returning Shares, if any, which become available for grant under this Plan
from time to time (such aggregate number of shares described in (i), (ii) and (iii) above, the “Share Reserve”).

(ii) For clarity, the Share Reserve in this Section 3(a) is a limitation on the number of shares of
Common Stock that may be issued pursuant to the Plan. Accordingly, this Section 3(a) does not limit the granting
of Stock Awards except as provided in Section 7(a). Shares may be issued in connection with a merger or
acquisition as permitted by NASDAQ Listing Rule 5635(c) or, if applicable, NYSE Listed Company Manual
Section 303A.08, AMEX Company Guide Section 711 or other applicable rule, and such issuance will not reduce
the number of shares available for issuance under the Plan.

(b) Reversion of Shares to the Share Reserve. If a Stock Award or any portion thereof (i) expires or
otherwise terminates without all of the shares covered by such Stock Award having been issued or (ii) is settled
in cash (i.e., the Participant receives cash rather than stock), such expiration, termination or settlement will not
reduce (or otherwise offset) the number of shares of Common Stock that may be available for issuance under the
Plan. If any shares of Common Stock issued pursuant to a Stock Award are forfeited back to or repurchased by
the Company because of the failure to meet a contingency or condition required to vest such shares in the
Participant, then the shares that are forfeited or repurchased will revert to and again become available for
issuance under the Plan. Any shares reacquired by the Company in satisfaction of tax withholding obligations on
a Stock Award or as consideration for the exercise or purchase price of a Stock Award will again become
available for issuance under the Plan.

(c) Incentive Stock Option Limit. Subject to the Share Reserve and Section 9(a) relating to Capitalization
Adjustments, the aggregate maximum number of shares of Common Stock that may be issued pursuant to the
exercise of Incentive Stock Options will be fifty-two million two hundred thousand (52,200,000) shares of
Common Stock.

(d) Section 162(m) Limitations. Subject to the Share Reserve and Section 9(a) relating to Capitalization
Adjustments, at such time as the Company may be subject to the applicable provisions of Section 162(m) of the
Code, the following limitations shall apply.

(i) A maximum of fifteen million (15,000,000) shares of Common Stock subject to Options, SARs and
Other Stock Awards whose value is determined by reference to an increase over an exercise or strike price of at
least one hundred percent (100%) of the Fair Market Value on the date any such Stock Award is granted may be
granted to any Participant during any calendar year. Notwithstanding the foregoing, if any additional Options,
SARs or Other Stock Awards whose value is determined by reference to an increase over an exercise or strike
price of at least one hundred percent (100%) of the Fair Market Value on the date the Stock Award are granted to
any Participant during any calendar year, compensation attributable to the exercise of such additional Stock
Awards will not satisfy the requirements to be considered “qualified performance-based compensation” under
Section 162(m) of the Code unless such additional Stock Award is approved by the Company’s stockholders.

(ii) A maximum of fifteen million (15,000,000) shares of Common Stock subject to Performance Stock
Awards may be granted to any one Participant during any one calendar year (whether the grant, vesting or
exercise is contingent upon the attainment during the Performance Period of the Performance Goals).

(iii) A maximum of five million dollars ($5,000,000) may be granted as a Performance Cash Award to
any one Participant during any one calendar year.
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(e) Source of Shares. The stock issuable under the Plan will be shares of authorized but unissued or
reacquired Common Stock, including shares repurchased by the Company on the open market or otherwise.

4. ELIGIBILITY.

(a) Eligibility for Specific Stock Awards. Incentive Stock Options may be granted only to employees of
the Company or a “parent corporation” or “subsidiary corporation” thereof (as such terms are defined in Sections
424(e) and 424(f) of the Code). Stock Awards other than Incentive Stock Options may be granted to Employees,
Directors and Consultants; provided, however, that Stock Awards may not be granted to Employees, Directors
and Consultants who are providing Continuous Service only to any “parent” of the Company, as such term is
defined in Rule 405, unless (i) the stock underlying such Stock Awards is treated as “service recipient stock”
under Section 409A of the Code (for example, because the Stock Awards are granted pursuant to a corporate
transaction such as a spin off transaction) or (ii) the Company, in consultation with its legal counsel, has
determined that such Stock Awards are otherwise exempt from or alternatively comply with the distribution
requirements of Section 409A of the Code.

(b) Ten Percent Stockholders. A Ten Percent Stockholder will not be granted an Incentive Stock Option
unless the exercise price of such Option is at least one hundred ten percent (110%) of the Fair Market Value on
the date of grant and the Option is not exercisable after the expiration of five (5) years from the date of grant.

5. PROVISIONS RELATING TO OPTIONS AND STOCK APPRECIATION RIGHTS.

Each Option or SAR will be in such form and will contain such terms and conditions as the Plan
Administrator deems appropriate. All Options will be separately designated Incentive Stock Options or
Nonstatutory Stock Options at the time of grant, and, if certificates are issued, a separate certificate or certificates
will be issued for shares of Common Stock purchased on exercise of each type of Option. If an Option is not
specifically designated as an Incentive Stock Option, or if an Option is designated as an Incentive Stock Option
but some portion or all of the Option fails to qualify as an Incentive Stock Option under the applicable rules, then
the Option (or portion thereof) will be a Nonstatutory Stock Option. The provisions of separate Options or SARs
need not be identical; provided, however, that each Award Agreement will conform to (through incorporation of
provisions hereof by reference in the applicable Award Agreement or otherwise) the substance of each of the
following provisions:
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(a) Term. Subject to the provisions of Section 4(b) regarding Ten Percent Stockholders, no Option or SAR
will be exercisable after the expiration of ten (10) years from the date of its grant or such shorter period specified
in the Award Agreement.

(b) Exercise Price. Subject to the provisions of Section 4(b) regarding Ten Percent Stockholders, the
exercise or strike price of each Option or SAR will be not less than one hundred percent (100%) of the Fair
Market Value of the Common Stock subject to the Option or SAR on the date the Award is granted.
Notwithstanding the foregoing, an Option or SAR may be granted with an exercise or strike price lower than one
hundred percent (100%) of the Fair Market Value of the Common Stock subject to the Award if such Award is
granted pursuant to an assumption of or substitution for another option or stock appreciation right pursuant to a
Corporate Transaction and in a manner consistent with the provisions of Section 409A of the Code and, if
applicable, Section 424(a) of the Code. Each SAR will be denominated in shares of Common Stock equivalents.

(¢) Purchase Price for Options. The purchase price of Common Stock acquired pursuant to the exercise of
an Option may be paid, to the extent permitted by applicable law and as determined by the Plan Administrator in
its sole discretion, by any combination of the methods of payment set forth below. The Plan Administrator will
have the authority to grant Options that do not permit all of the following methods of payment (or that otherwise
restrict the ability to use certain methods) and to grant Options that require the consent of the Company to use a
particular method of payment. The permitted methods of payment are as follows:

(i) by cash, check, bank draft or money order payable to the Company;
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(ii) pursuant to a program developed under Regulation T as promulgated by the Federal Reserve Board
that, prior to the issuance of the stock subject to the Option, results in either the receipt of cash (or check) by the
Company or the receipt of irrevocable instructions to pay the aggregate exercise price to the Company from the
sales proceeds;

(iii) by delivery to the Company (either by actual delivery or attestation) of shares of Common Stock;

(iv) if an Option is a Nonstatutory Stock Option, by a “net exercise” arrangement pursuant to which the
Company will reduce the number of shares of Common Stock issuable upon exercise by the largest whole
number of shares with a Fair Market Value that does not exceed the aggregate exercise price; provided, however,
that the Company will accept a cash or other payment from the Participant to the extent of any remaining balance
of the aggregate exercise price not satisfied by such reduction in the number of whole shares to be issued. Shares
of Common Stock will no longer be subject to an Option and will not be exercisable thereafter to the extent that
(A) shares issuable upon exercise are used to pay the exercise price pursuant to the “net exercise,” (B) shares are
delivered to the Participant as a result of such exercise, and (C) shares are withheld to satisfy tax withholding
obligations; or

(v) in any other form of legal consideration that may be acceptable to the Plan Administrator and
specified in the applicable Award Agreement.

(d) Exercise and Payment of a SAR. To exercise any outstanding SAR, the Participant must provide
written notice of exercise to the Company in compliance with the provisions of the Award Agreement evidencing
such SAR. The appreciation distribution payable on the exercise of a SAR will be not greater than an amount
equal to the excess of (A) the aggregate Fair Market Value (on the date of the exercise of the SAR) of a number
of shares of Common Stock equal to the number of Common Stock equivalents in which the Participant is vested
under such SAR, and with respect to which the Participant is exercising the SAR on such date, over (B) the
aggregate strike price of the number of Common Stock equivalents with respect to which the Participant is
exercising the SAR on such date. The appreciation distribution may be paid in Common Stock, in cash, in any
combination of the two or in any other form of consideration, as determined by the Plan Administrator and
contained in the Award Agreement evidencing such SAR.

(e) Transferability of Options and SARs. The Plan Administrator may, in its sole discretion, impose such
limitations on the transferability of Options and SARs as the Plan Administrator will determine. In the absence of
such a determination by the Plan Administrator to the contrary, the following restrictions on the transferability of
Options and SARs will apply:

(i) Restrictions on Transfer. An Option or SAR will not be transferable except by will or by the laws
of descent and distribution (and pursuant to Sections 5(e)(ii) and 5(e)(iii}), and will be exercisable during the
lifetime of the Participant only by the Participant. The Plan Administrator may permit transfer of the Option or
SAR in a manner that is not prohibited by applicable tax and securities laws. Except as explicitly provided in the
Plan, neither an Option nor a SAR may be transferred for consideration.

(ii) Domestic Relations Orders. Subject to the approval of the Plan Administrator or a duly authorized
Officer, an Option or SAR may be transferred pursuant to the terms of a domestic relations order, official marital
settlement agreement or other divorce or separation instrument as permitted by Treasury Regulations
Section 1.421-1(b)(2). If an Option is an Incentive Stock Option, such Option may be deemed to be a
Nonstatutory Stock Option as a result of such transfer.

(iii) Beneficiary Designation. Subject to the approval of the Plan Administrator or a duly authorized
Officer, a Participant may, by delivering written notice to the Company, in a form approved by the Company (or the
designated broker), designate a third party who, upon the death of the Participant, will thereafter be entitled to
exercise the Option or SAR and receive the Common Stock or other consideration resulting from such exercise. In
the absence of such a designation, upon the death of the Participant, the executor or administrator of the
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Participant’s estate will be entitled to exercise the Option or SAR and receive the Common Stock or other
consideration resulting from such exercise. However, the Company may prohibit designation of a beneficiary at any
time, including due to any conclusion by the Company that such designation would be inconsistent with the
provisions of applicable laws.

(P) Vesting Generally. The total number of shares of Common Stock subject to an Option or SAR may vest
and become exercisable in periodic installments that may or may not be equal. The Option or SAR may be
subject to such other terms and conditions on the time or times when it may or may not be exercised (which may
be based on the satisfaction of Performance Goals or other criteria) as the Plan Administrator may deem
appropriate. The vesting provisions of individual Options or SARs may vary. The provisions of this Section 5(f)
are subject to any Option or SAR provisions governing the minimum number of shares of Common Stock as to
which an Option or SAR may be exercised.

(g) Termination of Continuous Service. Except as otherwise provided in the applicable Award Agreement
or other agreement between the Participant and the Company, if a Participant’s Continuous Service terminates
(other than for Cause and other than upon the Participant’s death or Disability), the Participant may exercise his
or her Option or SAR (to the extent that the Participant was entitled to exercise such Award as of the date of
termination of Continuous Service) within the period of time ending on the earlier of (i) the date three (3) months
following the termination of the Participant’s Continuous Service (or such longer or shorter period specified in
the applicable Award Agreement), and (ii) the expiration of the term of the Option or SAR as set forth in the
Award Agreement. If, after termination of Continuous Service, the Participant does not exercise his or her Option
or SAR (as applicable) within the applicable time frame, the Option or SAR will terminate.

(h) Extension of Termination Date. Except as otherwise provided in the applicable Award Agreement or
other agreement between the Participant and the Company, if the exercise of an Option or SAR following the
termination of the Participant’s Continuous Service (other than for Cause and other than upon the Participant’s
death or Disability) would be prohibited at any time solely because the issuance of shares of Common Stock
would violate the registration requirements under the Securities Act, then the Option or SAR will terminate on
the earlier of (i) the expiration of a period of time (that need not be consecutive) equal to the applicable post-
termination exercise period after the termination of the Participant’s Continuous Service during which the
exercise of the Option or SAR would not be in violation of such registration requirements, or (ii) the expiration
of the term of the Option or SAR as set forth in the applicable Award Agreement. In addition, unless otherwise
provided in a Participant’s Award Agreement, if the sale of any Common Stock received upon exercise of an
Option or SAR following the termination of the Participant’s Continuous Service (other than for Cause) would
violate the Company’s insider trading policy, then the Option or SAR will terminate on the earlier of (i) the
expiration of a period of time (that need not be consecutive) equal to the applicable post-termination exercise
period after the termination of the Participant’s Continuous Service during which the sale of the Common Stock
received upon exercise of the Option or SAR would not be in violation of the Company’s insider trading policy,
or (ii) the expiration of the term of the Option or SAR as set forth in the applicable Award Agreement.

(i) Disability of Participant. Except as otherwise provided in the applicable Award Agreement or other
agreement between the Participant and the Company, if a Participant’s Continuous Service terminates as a result
of the Participant’s Disability, the Participant may exercise his or her Option or SAR (to the extent that the
Participant was entitled to exercise such Option or SAR as of the date of termination of Continuous Service), but
only within such period of time ending on the earlier of (i) the date twelve (12) months following such
termination of Continuous Service (or such longer or shorter period specified in the Award Agreement), and
(ii) the expiration of the term of the Option or SAR as set forth in the Award Agreement. If, after termination of
Continuous Service, the Participant does not exercise his or her Option or SAR within the applicable time frame,
the Option or SAR (as applicable) will terminate.

(j) Death of Participant. Except as otherwise provided in the applicable Award Agreement or other
agreement between the Participant and the Company, if a Participant’s Continuous Service terminates as a result
of the Participant’s death, or the Participant dies within the period (if any) specified in the Award Agreement for
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exercisability after the termination of the Participant’s Continuous Service (for a reason other than death), then
the Option or SAR may be exercised (to the extent the Participant was entitled to exercise such Option or SAR as
of the date of death) by the Participant’s estate, by a person who acquired the right to exercise the Option or SAR
by bequest or inheritance or by a person Designated to exercise the Option or SAR upon the Participant’s death,
but only within the period ending on the earlier of (i) the date twelve (12) months following the date of death (or
such longer or shorter period specified in the Award Agreement), and (ii) the expiration of the term of such
Option or SAR as set forth in the Award Agreement. If, after the Participant’s death, the Option or SAR is not
exercised within the applicable time frame, the Option or SAR (as applicable) will terminate.

(k) Termination for Cause. Except as explicitly provided otherwise in a Participant’s Award Agreement or
other individual written agreement between the Company or any Affiliate and the Participant, if a Participant’s
Continuous Service is terminated for Cause, the Option or SAR will terminate immediately upon such Participant’s
termination of Continuous Service, and the Participant will be prohibited from exercising his or her Option or SAR
from and after the time of such termination of Continuous Service. If a Participant’s Continuous Service with the
Company is suspended pending an investigation of whether the Participant shall be terminated for Cause, all the
Participant’s rights under any Option or SAR likewise shall be suspended during the period of investigation, unless
the Plan Administrator determines otherwise. If any facts that would constitute Cause for termination or removal of
a Participant are discovered after the Participant’s relationship with the Company has ended, any Option or SAR
then held by the Participant may be immediately terminated by the Plan Administrator, in its sole discretion.

(1) Non-Exempt Employees. If an Option or SAR is granted to an Employee who is a non- exempt
employee for purposes of the Fair Labor Standards Act of 1938, as amended, the Option or SAR will not be first
exercisable for any shares of Common Stock until at least six (6) months following the date of grant of the
Option or SAR (although the Award may vest prior to such date). Consistent with the provisions of the Worker
Economic Opportunity Act, (i) if such non-exempt employee dies or suffers a Disability, (ii) upon a Corporate
Transaction in which such Option or SAR is not assumed, continued, or substituted, (iii) upon a Change in
Control, or (iv) upon the Participant’s retirement (as such term may be defined in the Participant’s Award
Agreement, in another agreement between the Participant and the Company, or, if no such definition, in
accordance with the Company’s then current employment policies and guidelines), the vested portion of any
Options and SARs may be exercised earlier than six (6) months following the date of grant. The foregoing
provision is intended to operate so that any income derived by a non-exempt employee in connection with the
exercise or vesting of an Option or SAR will be exempt from his or her regular rate of pay. To the extent
permitted and/or required for compliance with the Worker Economic Opportunity Act to ensure that any income
derived by a non-exempt employee in connection with the exercise, vesting or issuance of any shares under any
other Stock Award will be exempt from the employee’s regular rate of pay, the provisions of this Section 5(1)
will apply to all Stock Awards and are hereby incorporated by reference into such Stock Award Agreements.

6. PROVISIONS OF STOCK AWARDS OTHER THAN OPTIONS AND SARS.

(a) Restricted Stock Awards. Each Restricted Stock Award Agreement will be in such form and will contain
such terms and conditions as the Plan Administrator deems appropriate. To the extent consistent with the
Company’s bylaws, at the Plan Administrator’s election, shares of Common Stock underlying a Restricted Stock
Award may be (i) held in book entry form subject to the Company’s instructions until any restrictions relating to the
Restricted Stock Award lapse; or (ii) evidenced by a certificate, which certificate will be held in such form and
manner as determined by the Plan Administrator. The terms and conditions of Restricted Stock Award Agreements
may change from time to time, and the terms and conditions of separate Restricted Stock Award Agreements need
not be identical. Each Restricted Stock Award Agreement will conform to (through incorporation of the provisions
hereof by reference in the agreement or otherwise) the substance of each of the following provisions:

(i) Consideration. A Restricted Stock Award may be awarded in consideration for (A) cash, check,
bank draft or money order payable to the Company, (B) past services to the Company or an Affiliate, or (C) any
other form of legal consideration (including future services) that may be acceptable to the Plan Administrator, in
its sole discretion, and permissible under applicable law.
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(ii) Vesting. Shares of Common Stock awarded under the Restricted Stock Award Agreement may be
subject to forfeiture to the Company in accordance with a vesting schedule to be determined by the Plan
Administrator.

(iii) Termination of Participant’s Continuous Service. If a Participant’s Continuous Service
terminates, the Company may receive through a forfeiture condition or a repurchase right any or all of the shares
of Common Stock heid by the Participant that have not vested as of the date of termination of Continuous Service
under the terms of the Restricted Stock Award Agreement.

(iv) Transferability. Rights to acquire shares of Common Stock under the Restricted Stock Award
Agreement will be transferable by the Participant only upon such terms and conditions as are set forth in the
Restricted Stock Award Agreement, as the Plan Administrator will determine in its sole discretion, so long as
Common Stock awarded under the Restricted Stock Award Agreement remains subject to the terms of the
Restricted Stock Award Agreement.

(v) Dividends. A Restricted Stock Award Agreement may provide that any dividends paid on
Restricted Stock will be subject to the same vesting and forfeiture restrictions as apply to the shares subject to the
Restricted Stock Award to which they relate.

(b) Restricted Stock Unit Awards. Each Restricted Stock Unit Award Agreement will be in such form and
will contain such terms and conditions as the Plan Administrator deems appropriate. The terms and conditions of
Restricted Stock Unit Award Agreements may change from time to time, and the terms and conditions of
separate Restricted Stock Unit Award Agreements need not be identical. Each Restricted Stock Unit Award
Agreement will conform to (through incorporation of the provisions hereof by reference in the Agreement or
otherwise) the substance of each of the following provisions:

(i) Consideration. At the time of grant of a Restricted Stock Unit Award, the Plan Administrator will
determine the consideration, if any, to be paid by the Participant upon delivery of each share of Common Stock
subject to the Restricted Stock Unit Award. The consideration to be paid (if any) by the Participant for each share
of Common Stock subject to a Restricted Stock Unit Award may be paid in any form of legal consideration that
may be acceptable to the Plan Administrator, in its sole discretion, and permissible under applicable law.

(ii) Vesting. At the time of the grant of a Restricted Stock Unit Award, the Plan Administrator may
impose such restrictions on or conditions to the vesting of the Restricted Stock Unit Award as it, in its sole
discretion, deems appropriate.

(iii) Payment. A Restricted Stock Unit Award may be settled by the delivery of shares of Common
Stock, their cash equivalent, any combination thereof or in any other form of consideration, as determined by the
Plan Administrator and contained in the Restricted Stock Unit Award Agreement.

(iv) Additional Restrictions. At the time of the grant of a Restricted Stock Unit Award, the Plan
Administrator, as it deems appropriate, may impose such restrictions or conditions that delay the delivery of the
shares of Common Stock (or their cash equivalent) subject to a Restricted Stock Unit Award to a time after the
vesting of such Restricted Stock Unit Award.

(v) Dividend Equivalents. Dividend equivalents may be credited in respect of shares of Common
Stock covered by a Restricted Stock Unit Award, as determined by the Plan Administrator and contained in the
Restricted Stock Unit Award Agreement. At the sole discretion of the Plan Administrator, such dividend
equivalents may be converted into additional shares of Common Stock covered by the Restricted Stock Unit
Award in such manner as determined by the Plan Administrator. Any additional shares covered by the Restricted
Stock Unit Award credited by reason of such dividend equivalents will be subject to all of the same terms and
conditions of the underlying Restricted Stock Unit Award Agreement to which they relate.
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(vi) Termination of Participant’s Continuous Service. Except as otherwise provided in the
applicable Restricted Stock Unit Award Agreement, such portion of the Restricted Stock Unit Award that has not
vested will be forfeited upon the Participant’s termination of Continuous Service.

(c) Performance Awards.

(i) Performance Stock Awards. A Performance Stock Award is a Stock Award (covering a number of
shares not in excess of that set forth in Section 3(d)(ii)) that is payable (including that may be granted, vest or be
exercised) contingent upon the attainment during a Performance Period of certain Performance Goals. A
Performance Stock Award may be, but need not be, conditioned upon the Participant’s completion of a specified
period of Continuous Service. The length of any Performance Period, the Performance Goals to be achieved
during the Performance Period, and the measure of whether and to what degree such Performance Goals have
been attained will be conclusively determined by the Plan Administrator (or, if required for compliance with
Section 162(m) of the Code, the Board), in its sole discretion. In addition, to the extent permitted by applicable
law and the applicable Award Agreement, the Plan Administrator may determine that cash may be used in
payment of Performance Stock Awards.

(ii) Performance Cash Awards. A Performance Cash Award is a cash award (for a dollar value not in
excess of that set forth in Section 3(d)(iii)) that is payable contingent upon the attainment during a Performance
Period of certain Performance Goals. A Performance Cash Award may be, but need not be, conditioned upon the
Participant’s completion of a specified period of Continuous Service. The length of any Performance Period, the
Performance Goals to be achieved during the Performance Period, and the measure of whether and to what
degree such Performance Goals have been attained will be conclusively determined by the Plan Administrator
(or, if required for compliance with Section 162(m) of the Code, the Board), in its sole discretion. The Pian
Administrator may specify the form of payment of Performance Cash Awards, which may be cash or other
property, or may provide for a Participant to have the option for his or her Performance Cash Award, or such
portion thereof as the Plan Administrator may specify, to be paid in whole or in part in cash or other property.

(iii) Plan Administrator Discretion. The Plan Administrator retains the discretion to define the
manner of calculating the Performance Criteria it selects to use for a Performance Period.

(iv) Section 162(m) Compliance. Unless otherwise permitted in compliance with Section 162(m) of
the Code with respect to an Award intended to qualify as “performance-based compensation” thereunder, the
Committee will establish the Performance Goals applicable to, and the formula for calculating the amount
payable under, the Award no later than the earlier of (A) the date ninety (90) days after the commencement of the
applicable Performance Period, and (B) the date on which twenty-five percent (25%) of the Performance Period
has elapsed, and in any event at a time when the achievement of the applicable Performance Goals remains
substantially uncertain. Prior to the payment of any compensation under an Award intended to qualify as
“performance-based compensation” under Section 162(m) of the Code, the Committee will certify the extent to
which any Performance Goals and any other material terms under such Award have been satisfied (other than in
cases where the Performance Goals relate solely to the increase in the value of the Common Stock).

(d) Other Stock Awards. Other forms of Stock Awards valued in whole or in part by reference to, or
otherwise based on, Common Stock, including the appreciation in value thereof (e.g., options or stock rights with
an exercise price or strike price less than one hundred percent (100%) of the Fair Market Value of the Common
Stock at the time of grant) may be granted either alone or in addition to Stock Awards granted under Section 5
and this Section 6. Subject to the provisions of the Plan, the Plan Administrator will have sole and complete
authority to determine the persons to whom and the time or times at which such Other Stock Awards will be
granted, the number of shares of Common Stock (or the cash equivalent thereof) to be granted pursuant to such
Other Stock Awards and all other terms and conditions of such Other Stock Awards.



7. COVENANTS OF THE COMPANY.

(a) Availability of Shares. The Company will keep available at all times the number of shares of Common
Stock reasonably required to satisfy then-outstanding Stock Awards.

(b) Securities Law Compliance. The Company will seek to obtain from each regulatory commission or
agency having jurisdiction over the Plan the authority required to grant Stock Awards and to issue and sell shares
of Common Stock upon exercise of the Stock Awards; provided, however, that this undertaking will not require
the Company to register under the Securities Act the Plan, any Stock Award or any Common Stock issued or
issuable pursuant to any such Stock Award. If, after reasonable efforts and at a reasonable cost, the Company is
unable to obtain from any such regulatory commission or agency the authority that counsel for the Company
deems necessary for the lawful issuance and sale of Common Stock under the Plan, the Company will be relieved
from any liability for failure to issue and sell Common Stock upon exercise of such Stock Awards unless and
until such authority is obtained. A Participant will not be eligible for the grant of an Award or the subsequent
issuance of cash or Common Stock pursuant to the Award if such grant or issuance would be in violation of any
applicable securities law.

(c) No Obligation to Notify or Minimize Taxes. The Company will have no duty or obligation to any
Participant to advise such holder as to the time or manner of exercising such Stock Award. Furthermore, the
Company will have no duty or obligation to warn or otherwise advise such holder of a pending termination or
expiration of an Award or a possible period in which the Award may not be exercised. The Company has no duty
or obligation to minimize the tax consequences of an Award to the holder of such Award.

8. MISCELLANEOUS.

(a) Use of Proceeds from Sales of Common Stock. Proceeds from the sale of shares of Common Stock
issued pursuant to Stock Awards will constitute general funds of the Company.

(b) Corporate Action Constituting Grant of Awards. Corporate action constituting a grant by the
Company of an Award to any Participant will be deemed completed as of the date of such corporate action,
unless otherwise determined by the Plan Administrator, regardless of when the instrument, certificate, or letter
evidencing the Award is communicated to, or actually received or accepted by, the Participant. In the event that
the corporate records (e.g., Board consents, resolutions or minutes) documenting the corporate action constituting
the grant contain terms (e.g., exercise price, vesting schedule or number of shares) that are inconsistent with
those in the Award Agreement or related grant documents as a result of a clerical error in the papering of the
Award Agreement or related grant documents, the corporate records will control and the Participant will have no
legally binding right to the incorrect term in the Award Agreement or related grant documents.

(¢) Stockholder Rights. No Participant will be deemed to be the holder of, or to have any of the rights of a
holder with respect to, any shares of Common Stock subject to an Award unless and until (i) such Participant has
satisfied all requirements for exercise of, or the issuance of shares of Common Stock under, the Award pursuant
to its terms, and (ii) the issuance of the Common Stock subject to such Award has been entered into the books
and records of the Company.

(d) No Employment or Other Service Rights. Nothing in the Plan, any Award Agreement or any other
instrument executed thereunder or in connection with any Award granted pursuant thereto will confer upon any
Participant any right to continue to serve the Company or an Affiliate in the capacity in effect at the time the
Award was granted or will affect the right of the Company or an Affiliate to terminate (i) the employment of an
Employee with or without notice and with or without cause, (ii) the service of a Consultant pursuant to the terms
of such Consultant’s agreement with the Company or an Affiliate, or (iii) the service of a Director pursuant to the
bylaws of the Company or an Affiliate, and any applicable provisions of the corporate law of the state in which
the Company or the Affiliate is incorporated, as the case may be.
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(e) Change in Time Commitment. In the event a Participant’s regular level of time commitment in the
performance of his or her services for the Company and any Affiliates is reduced (for example, and without
limitation, if the Participant is an Employee of the Company and the Employee has a change in status from a full-
time Employee to a part-time Employee) after the date of grant of any Award to the Participant, the Plan
Administrator has the right in its sole discretion to (i) make a corresponding reduction in the number of shares or
cash amount subject to any portion of such Award that is scheduled to vest or become payable after the date of
such change in time commitment, and (ii) in lieu of or in combination with such a reduction, extend the vesting
or payment schedule applicable to such Award. In the event of any such reduction, the Participant will have no
right with respect to any portion of the Award that is so reduced or extended.

() Incentive Stock Option Limitations. To the extent that the aggregate Fair Market Value (determined at the
time of grant) of Common Stock with respect to which Incentive Stock Options are exercisable for the first time by
any holder of Options during any calendar year (under all plans of the Company and any Affiliates) exceeds one
hundred thousand dollars ($100,000) (or such other limit established in the Code) or otherwise does not comply
with the rules governing Incentive Stock Options, the Options or portions thereof that exceed such limit (according
to the order in which they were granted) or otherwise do not comply with such rules will be treated as Nonstatutory
Stock Options, notwithstanding any contrary provision of the applicable Option Agreement(s).

(g) Investment Assurances. The Company may require a Participant, as a condition of exercising or acquiring
Common Stock under any Award, (i) to give written assurances satisfactory to the Company as to the Participant’s
knowledge and experience in financial and business matters and/or to employ a purchaser representative reasonably
satisfactory to the Company who is knowledgeable and experienced in financial and business matters and that he or
she is capable of evaluating, alone or together with the purchaser representative, the merits and risks of exercising
the Award; and (ii) to give written assurances satisfactory to the Company stating that the Participant is acquiring
Common Stock subject to the Award for the Participant’s own account and not with any present intention of selling
or otherwise distributing the Common Stock. The foregoing requirements, and any assurances given pursuant to
such requirements, will be inoperative if (A) the issuance of the shares upon the exercise or acquisition of Common
Stock under the Stock Award has been registered under a then currently effective registration statement under the
Securities Act, or (B) as to any particular requirement, a determination is made by counsel for the Company that
such requirement need not be met in the circumstances under the then applicable securities laws. The Company
may, upon advice of counsel to the Company, place legends on stock certificates issued under the Plan as such
counsel deems necessary or appropriate in order to comply with applicable securities laws, including, but not
limited to, legends restricting the transfer of the Common Stock.

(h) Withholding Obligations. Unless prohibited by the terms of an Award Agreement, the Company may,
in its sole discretion, satisfy any federal, state or local tax withholding obligation relating to an Award by any of
the following means or by a combination of such means: (i) causing the Participant to tender a cash payment;
(ii) withholding shares of Common Stock from the shares of Common Stock issued or otherwise issuable to the
Participant in connection with the Stock Award; provided, however, that no shares of Common Stock are
withheld with a value exceeding the minimum amount of tax required to be withheld by law (or such lesser
amount as may be necessary to avoid classification of the Stock Award as a liability for financial accounting
purposes); (iii) withholding cash from an Award settled in cash; (iv) withholding payment from any amounts
otherwise payable to the Participant; or (v) such other method as may be set forth in the Award Agreement.

(i) Electronic Delivery. Any reference herein to a “written” agreement or document will include any
agreement or document delivered electronically, filed publicly at www.sec.gov (or any successor website thereto)
or posted on the Company’s intranet (or other shared electronic medium controlled by the Company to which the
Participant has access).

(j) Deferrals. To the extent permitted by applicable law, the Plan Administrator, in its sole discretion, may
determine that the delivery of Common Stock or the payment of cash, upon the exercise, vesting or settlement of
all or a portion of any Award may be deferred and may establish programs and procedures for deferral elections
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to be made by Participants. Deferrals by Participants will be made in accordance with Section 409A of the Code.
Consistent with Section 409A of the Code, the Plan Administrator may provide for distributions while a
Participant is still an employee or otherwise providing services to the Company. The Plan Administrator is
authorized to make deferrals of Awards and determine when, and in what annual percentages, Participants may
receive payments, including lump sum payments, following the Participant’s termination of Continuous Service,
and implement such other terms and conditions consistent with the provisions of the Plan and in accordance with
applicable law.

(k) Compliance with Section 409A. To the extent that the Plan Administrator determines that any Award
granted hereunder is subject to Section 409A of the Code, the Award Agreement evidencing such Award shall
incorporate the terms and conditions necessary to avoid the consequences specified in Section 409A(a)(1) of the
Code. To the extent applicable, the Plan and Award Agreements shall be interpreted in accordance with
Section 409A of the Code. Notwithstanding anything to the contrary in this Plan (and unless the Award
Agreement specifically provides otherwise), if the shares of Common Stock are publicly traded and a Participant
holding an Award that constitutes “deferred compensation” under Section 409A of the Code is a “specified
employee” for purposes of Section 409A of the Code, no distribution or payment of any amount shall be made
upon a “separation from service” before a date that is six (6) months following the date of such Participant’s
“separation from service” (as defined in Section 409A of the Code without regard to alternative definitions
thereunder) or, if earlier, the date of the Participant’s death.

(I) Clawback/Recovery. All Awards granted under the Plan will be subject to recoupment in accordance
with any clawback policy that the Company is required to adopt pursuant to the listing standards of any national
securities exchange or association on which the Company’s securities are listed or as is otherwise required by the
Dodd-Frank Wall Street Reform and Consumer Protection Act or other applicable law.

9. ADJUSTMENTS UPON CHANGES IN COMMON STOCK; OTHER CORPORATE EVENTS.

(a) Capitalization Adjustments. In the event of a Capitalization Adjustment, the Plan Administrator will
appropriately and proportionately adjust: (i) the class(es) and maximum number of securities subject to the Plan
pursuant to Section 3(a), (ii) the class(es) and maximum number of securities that may be issued pursuant to the
exercise of Incentive Stock Options pursuant to Section 3(c), (iii) the class(es) and maximum number of
securities that may be awarded to any person pursuant to Sections 3(d), and (iv) the class(es) and number of
securities and price per share of stock subject to outstanding Stock Awards. The Plan Administrator will make
such adjustments, and its determination will be final, binding and conclusive.
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(b) Dissolution or Liquidation. Except as otherwise provided in the Stock Award Agreement, in the event
of a dissolution or liquidation of the Company, all outstanding Stock Awards (other than Stock Awards
consisting of vested and outstanding shares of Common Stock not subject to a forfeiture condition or the
Company’s right of repurchase) will terminate immediately prior to the completion of such dissolution or
liquidation, and the shares of Common Stock subject to the Company’s repurchase rights or subject to a
forfeiture condition may be repurchased or reacquired by the Company notwithstanding the fact that the holder of
such Stock Award is providing Continuous Service, provided, however, that the Plan Administrator may, in its
sole discretion, cause some or all Stock Awards to become fully vested, exercisable and/or no longer subject to
repurchase or forfeiture (to the extent such Stock Awards have not previously expired or terminated) before the
dissolution or liquidation is completed but contingent on its completion.
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(c) Corporate Transaction. The following provisions will apply to Stock Awards in the event of a
Corporate Transaction unless otherwise provided in the Stock Award Agreement or any other written agreement
between the Company or any Affiliate and the Participant or unless otherwise expressly provided by the Plan
Administrator at the time of grant of a Stock Award. In the event of a Corporate Transaction, then,
notwithstanding any other provision of the Plan, the Plan Administrator may take one or more of the following
actions with respect to Stock Awards, contingent upon the closing or completion of the Corporate Transaction:

(i) arrange for the surviving corporation or acquiring corporation (or the surviving or acquiring
corporation’s parent company) to assume or continue the Stock Award or to substitute a similar stock award for
the Stock Award;

(i) arrange for the assignment of any reacquisition or repurchase rights held by the Company in respect
of Common Stock issued pursuant to the Stock Award to the surviving corporation or acquiring corporation (or
the surviving or acquiring corporation’s parent company);

(iii) accelerate the vesting, in whole or in part, of the Stock Award (and, if applicable, the time at which
the Stock Award may be exercised) to a date prior to the effective time of such Corporate Transaction as the Plan
Administrator determines (or, if the Plan Administrator does not determine such a date, to the date that is five
(5) days prior to the effective date of the Corporate Transaction), with such Stock Award terminating if not
exercised (if applicable) at or prior to the effective time of the Corporate Transaction; provided, however, that the
Plan Administrator may require Participants to complete and deliver to the Company a notice of exercise before
the effective date of a Corporate Transaction, which exercise is contingent upon the effectiveness of such
Corporate Transaction;

(iv) arrange for the lapse, in whole or in part, of any reacquisition or repurchase rights held by the
Company with respect to the Stock Award;

(v) cancel or arrange for the cancellation of the Stock Award, to the extent not vested or not exercised
prior to the effective time of the Corporate Transaction, in exchange for such cash consideration, if any, as the
Plan Administrator, in its sole discretion, may consider appropriate; and

(vi) make a payment, in such form as may be determined by the Plan Administrator equal to the excess,
if any, of (A) the value of the property the Participant would have received upon the exercise of the Stock Award
immediately prior to the effective time of the Corporate Transaction, over (B) any exercise price payable by such
holder in connection with such exercise. For clarity, this payment may be zero ($0) if the value of the property is
equal to or less than the exercise price. Payments under this provision may be delayed to the same extent that
payment of consideration to the holders of the Company’s Common Stock in connection with the Corporate
Transaction is delayed as a result of escrows, earn outs, holdbacks or any other contingencies.

The Plan Administrator need not take the same action or actions with respect to all Stock Awards or
portions thereof or with respect to all Participants. The Plan Administrator may take different actions with
respect to the vested and unvested portions of a Stock Award. Unless otherwise provided in the instrument
evidencing a Performance Cash Award or any other written agreement between the Company or any Affiliate
and the Participant or unless otherwise expressly provided by the Plan Administrator, in the event of a Corporate
Transaction, then, all Performance Cash Awards outstanding under the Plan will terminate prior to the effective
time of such Corporate Transaction.

(d) Change in Control. A Stock Award may be subject to additional acceleration of vesting and
exercisability upon or after a Change in Control as may be provided in the Stock Award Agreement for such
Stock Award or as may be provided in any other written agreement between the Company or any Affiliate and
the Participant, but in the absence of such provision, no such acceleration will occur.



10. PLAN TERM; EARLIER TERMINATION OR SUSPENSION OF THE PLAN,

(a) The Board may suspend or terminate the Plan at any time. No Incentive Stock Option will be granted
after the tenth (10th) anniversary of the earlier of (i) the date the Plan is adopted by the Board, or (ii) the date the
Plan is approved by the stockholders of the Company. No Awards may be granted under the Plan while the Plan
is suspended or after it is terminated.

(b) No Impairment of Rights. Suspension or termination of the Plan will not impair rights and obligations
under any Award granted while the Plan is in effect except with the written consent of the affected Participant or
as otherwise permitted in the Plan.

11. EFFECTIVE DATE OF PLAN.

This Plan will become effective on the Effective Date.

12. CHOICE OF LAw.

The laws of the State of Delaware will govern all questions concerning the construction, validity and
interpretation of this Plan, without regard to that state’s conflict of laws rules.

13. DEFINITIONS. As used in the Plan, the following definitions will apply to the capitalized terms indicated
below:

(a) “Affiliate” means, at the time of determination, any “parent” or “subsidiary” of the Company as such
terms are defined in Rule 405. The Plan Administrator will have the authority to determine the time or times at
which “parent” or “subsidiary” status is determined within the foregoing definition.

(b) “Award’ means a Stock Award or a Performance Cash Award.

(¢) “Award Agreement”’ means a written agreement between the Company and a Participant evidencing the
terms and conditions of an Award.
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(d) “Board” means the Board of Directors of the Company.

(e) “Capitalization Adjustment” means any change that is made in, or other events that occur with respect
to, the Common Stock subject to the Plan or subject to any Stock Award after the Effective Date without the
receipt of consideration by the Company through merger, consolidation, reorganization, recapitalization,
reincorporation, stock dividend, dividend in property other than cash, large nonrecurring cash dividend, stock
split, reverse stock split, liquidating dividend, combination of shares, exchange of shares, change in corporate
structure or any similar equity restructuring transaction, as that term is used in Statement of Financial Accounting
Standards Board Accounting Standards Codification Topic 718 (or any successor thereto). Notwithstanding the
foregoing, the conversion of any convertible securities of the Company will not be treated as a Capitalization
Adjustment.

(f) “Cause” will have the meaning ascribed to such term in any written agreement between the Participant
and the Company defining such term and, in the absence of such agreement, such term means, with respect to a
Participant, the occurrence of any of the following events: (i) a willful material misconduct or failure to discharge
duties, (ii) the conviction or confession of a crime punishable by law (except minor violations), (iii) the
performance of an illegal act while purporting to act in the Company’s behalf, or (iv) engaging in activities
directly in competition or antithetical to the best interests of the Company, such as dishonesty, fraud,
unauthorized use or disclosure of confidential information or trade secrets, in each case as determined by the Plan
Administrator, and its determination shall be conclusive and binding.
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(g) “Change in Control” means the occurrence, in a single transaction or in a series of related transactions,
of any one or more of the following events:

(i) any Exchange Act Person becomes the Owner, directly or indirectly, of securities of the Company
representing more than fifty percent (50%) of the combined voting power of the Company’s then outstanding
securities other than by virtue of a merger, consolidation or similar transaction.

(ii) there is consummated a merger, consolidation or similar transaction involving (directly or
indirectly) the Company and, immediately after the consummation of such merger, consolidation or similar
transaction, the stockholders of the Company immediately prior thereto do not Own, directly or indirectly, either
(A) outstanding voting securities representing more than fifty percent (50%) of the combined outstanding voting
power of the surviving Entity in such merger, consolidation or similar transaction or (B) more than fifty percent
(50%) of the combined outstanding voting power of the parent of the surviving Entity in such merger,
consolidation or similar transaction, in each case in substantially the same proportions as their Ownership of the
outstanding voting securities of the Company immediately prior to such transaction;

(iii) the stockholders of the Company approve or the Board approves a plan of complete dissolution or
liquidation of the Company, or a complete dissolution or liquidation of the Company will otherwise occur, except
for a liquidation into a parent corporation; or

(iv) there is consummated a sale, lease, exclusive license or other disposition of all or substantially alt
of the consolidated assets of the Company and its Subsidiaries, other than a sale, lease, license or other
disposition of all or substantially all of the consolidated assets of the Company and its Subsidiaries to an Entity,
more than fifty percent (50%) of the combined voting power of the voting securities of which are Owned by
stockholders of the Company in substantially the same proportions as their Ownership of the outstanding voting
securities of the Company immediately prior to such sale, lease, license or other disposition.

Notwithstanding the foregoing definition or any other provision of this Plan, (A) the term Change in Control
will not include a sale of assets, merger or other transaction effected exclusively for the purpose of changing the
domicile of the Company, and (B) any definition of Change in Control (or any analogous term) in an individual
written agreement between the Company or any Affiliate and the Participant will supersede the foregoing
definition with respect to Awards subject to such agreement.

(h) “Code’” means the Internal Revenue Code of 1986, as amended, including any applicable regulations and
guidance thereunder.

(1) “Committee” means a committee of two (2) or more Directors to whom authority has been delegated by
the Board in accordance with Section 2(c).

(j) “Common Stock” means the Class A common stock of the Company.
(k) “Company” means Pendrell Corporation, a Delaware corporation.

(D) “Consultant” means any person, including an advisor, who is (i) engaged by the Company or an Affiliate
to render consulting or advisory services and is compensated for such services, or (ii) serving as a member of the
board of directors of an Affiliate and is compensated for such services. However, service solely as a Director, or
payment of a fee for such service, will not cause a Director to be considered a “Consultant” for purposes of the
Plan. Notwithstanding the foregoing, a person is treated as a Consultant under this Plan only if a Form S-8
Registration Statement under the Securities Act is available to register the offer and the sale of the Company’s
securities to such person. \

(m) “Continuous Service” means that the Participant’s service with the Company or an Affiliate, whether as
an Employee, Director or Consultant, is not interrupted or terminated. A change in the capacity in which the
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Participant renders service to the Company or an Affiliate as an Employee, Director or Consultant or a change in
the Entity for which the Participant renders such service, provided that there is no interruption or termination of
the Participant’s service with the Company or an Affiliate, will not terminate a Participant’s Continuous Service;
provided, however, that if the Entity for which a Participant is rendering services ceases to qualify as an Affiliate,
as determined by the Board, in its sole discretion, such Participant’s Continuous Service will be considered to
have terminated on the date such Entity ceases to qualify as an Affiliate. For example, a change in status from an
Employee of the Company to a Consultant of an Affiliate or to a Director will not constitute an interruption of
Continuous Service. To the extent permitted by law, the Board or the chief executive officer of the Company, in
that party’s sole discretion, may determine whether Continuous Service will be considered interrupted in the case
of (i) any leave of absence approved by the Board or chief executive officer, including sick leave, military leave
or any other personal leave, or (ii) transfers between the Company, an Affiliate, or their successors.
Notwithstanding the foregoing, a leave of absence will be treated as Continuous Service for purposes of vesting
in a Stock Award only to such extent as may be provided in the Company’s leave of absence policy, in the
written terms of any leave of absence agreement or policy applicable to the Participant, or as otherwise required
by law.

(n) “Corporate Transaction” means the consummation, in a single transaction or in a series of related
transactions, of any one or more of the following events:

(i) a sale or other disposition of all or substantially all, as determined by the Board, in its sole
discretion, of the consolidated assets of the Company and its Subsidiaries;

(i) a sale or other disposition of at least ninety percent (90%) of the outstanding securities of the
Company;

(iii) a merger, consolidation or similar transaction following which the Company is not the surviving
corporation; or

(iv) a merger, consolidation or similar transaction following which the Company is the surviving
corporation but the shares of Common Stock outstanding immediately preceding the merger, consolidation or
similar transaction are converted or exchanged by virtue of the merger, consolidation or similar transaction into
other property, whether in the form of securities, cash or otherwise.
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(0) “Covered Employee” will have the meaning provided in Section 162(m)(3) of the Code.

(p) “Director” means a member of the Board.

(q) “Disability” means, with respect to a Participant, the inability of such Participant to engage in any
substantial gainful activity by reason of any medically determinable physical or mental impairment that can be
expected to result in death or that has lasted or can be expected to last for a continuous period of not less than
twelve (12) months, as provided in Sections 22(e)(3) and 409A(a)(2)(c)(i) of the Code, and will be determined by
the Plan Administrator on the basis of such medical evidence as the Plan Administrator deems warranted under
the circumstances.

(r) “Effective Date” means the effective date of this Plan document, which is the date of the annual meeting
of stockholders of the Company held in 2012 provided this Plan is approved by the Company’s stockholders at
such meeting.

(s) “Employee” means any person employed by the Company or an Affiliate. However, service solely as a
Director, or payment of a fee for such services, will not cause a Director to be considered an “Employee” for
purposes of the Plan.

(t) “Entity” means a corporation, partnership, limited liability company or other entity.
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(u) “Exchange Act” means the Securities Exchange Act of 1934, as amended, and the rules and regulations
promulgated thereunder.

(v) “Exchange Act Person” means any natural person, Entity or “group” (within the meaning of
Section 13(d) or 14(d) of the Exchange Act), except that “Exchange Act Person” will not include (i) the
Company or any Subsidiary of the Company, (ii) any employee benefit plan of the Company or any Subsidiary of
the Company or any trustee or other fiduciary holding securities under an employee benefit plan of the Company
or any Subsidiary of the Company, (iii) an underwriter temporarily holding securities pursuant to an offering of
such securities, (iv) an Entity Owned, directly or indirectly, by the stockholders of the Company in substantially
the same proportions as their Ownership of stock of the Company; or (v) any natural person, Entity or “group”
(within the meaning of Section 13(d) or 14(d) of the Exchange Act) that, as of the Effective Date, is the Owner,
directly or indirectly, of securities of the Company representing more than fifty percent (50%) of the combined
voting power of the Company’s then outstanding securities.

(w) “Fair Market Value” means, as of any date, the value of the Common Stock determined as follows:

(i) If the Common Stock is listed on any established stock exchange or traded on any established
market, the Fair Market Value of a share of Common Stock will be, unless otherwise determined by the Plan
Administrator, the closing sales price for such stock as quoted on such exchange or market (or the exchange or
market with the greatest volume of trading in the Common Stock) on the date of determination, as reported in a
source the Plan Administrator deems reliable.

(ii) Unless otherwise provided by the Plan Administrator, if there is no closing sales price for the
Common Stock on the date of determination, then the Fair Market Value will be the closing selling price on the
last preceding date for which such quotation exists.

(iii) In the absence of such markets for the Common Stock, the Fair Market Value will be determined
by the Plan Administrator in good faith and in a manner that complies with Sections 409A and 422 of the Code.

(x) “Incentive Stock Option” means an option granted pursuant to Section 5 that is intended to be, and that
qualifies as, an “incentive stock option” within the meaning of Section 422 of the Code.

(y) “Non-Employee Director’ means a Director who either (i) is not a current employee or officer of the
Company or an Affiliate, does not receive compensation, either directly or indirectly, from the Company or an
Aftiliate for services rendered as a consultant or in any capacity other than as a Director (except for an amount as
to which disclosure would not be required under Item 404(a) of Regulation S-K promulgated pursuant to the
Securities Act (“Regulation S-K”)), does not possess an interest in any other transaction for which disclosure
would be required under Item 404(a) of Regulation S-K, and is not engaged in a business relationship for which
disclosure would be required pursuant to Item 404(b) of Regulation S-K; or (ii) is otherwise considered a “non-
employee director” for purposes of Rule 16b-3.

(2) “Nonstatutory Stock Option” means any option granted pursuant to Section 5 that does not qualify as an
Incentive Stock Option.

(aa) “Officer” means a person who is an officer of the Company within the meaning of Section 16 of the
Exchange Act.

(bb) “Option” means an Incentive Stock Option or a Nonstatutory Stock Option to purchase shares of
Common Stock granted pursuant to the Plan.

(cc) “Option Agreement” means a written agreement between the Company and the holder of an Option
evidencing the terms and conditions of an Option grant. Each Option Agreement will be subject to the terms and

conditions of the Plan.
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(dd) “Other Stock Award” means an award based in whole or in part by reference to the Common Stock
which is granted pursuant to the terms and conditions of Section 6(d).

(ee) “Other Stock Award Agreement’ means a written agreement between the Company and a holder of an
Other Stock Award evidencing the terms and conditions of an Other Stock Award grant. Each Other Stock
Award Agreement will be subject to the terms and conditions of the Plan.

(ff) “Outside Director” means a Director who either (i) is not a current employee of the Company or an
“affiliated corporation” (within the meaning of Treasury Regulations promulgated under Section 162(m) of the
Code), is not a former employee of the Company or an “affiliated corporation” who receives compensation for
prior services (other than benefits under a tax-qualified retirement plan) during the taxable year, has not been an
officer of the Company or an “affiliated corporation,” and does not receive remuneration from the Company or
an “affiliated corporation,” either directly or indirectly, in any capacity other than as a Director, or (ii) is
otherwise considered an “outside director” for purposes of Section 162(m) of the Code.

(gg) “Own,” “Owned,” “Owner,” “Ownership” A person or Entity will be deemed to “Own,” to have
“Owned,” to be the “Owner” of, or to have acquired “Ownership” of securities if such person or Entity, directly
or indirectly, through any contract, arrangement, understanding, relationship or otherwise, has or shares voting
power, which includes the power to vote or to direct the voting, with respect to such securities.

(hh) “Participant” means a person to whom an Award is granted pursuant to the Plan or, if applicable, such
other person who holds an outstanding Stock Award.

(ii) “Performance Cash Award’ means an award of cash granted pursuant to the terms and conditions of
Section 6(c)(ii).

(jj) “Performance Criteria” means the one or more criteria that the Plan Administrator will select for
purposes of establishing the Performance Goals for a Performance Period. The Performance Criteria that will be
used to establish such Performance Goals may be based on any one of, or combination of, the following as
determined by the Plan Administrator: (i) gross revenue, (ii) net revenue, (iii) net income, (iv) operating income
or net operating income, (v) revenue per share, (vi) earnings or adjusted earnings, (vii) earnings or adjusted
earnings before interest, taxes, depreciation and amortization (EBITDA), (viii) earnings per share, (ix) stock
price, (x) stockholder return, (xi) operating expenses or operating expenses as a percentage of revenue,

(xii) operating margin, (xiii) achievement of strategic plan, (xiv) cash flow (including operating cash flow or free
cash flow), (xv) completion of strategic acquisitions, partnerships or ventures, (xvi) results of litigation,

(xvii) use or preservation of tax losses, (xviii) financing, (xix) regulatory achievements, (xx) cash position,

(xxi) gross margin, and (xxii) to the extent that an Award is not intended to comply with Section 162(m) of the
Code, other measures of performance selected by the Plan Administrator.

3
2

(kKk) “Performance Goals” means, for a Performance Period, the one or more goals established by the Plan
Administrator for the Performance Period based upon the Performance Criteria. Performance Goals may be
applied to an individual, based on a Company-wide basis, with respect to one or more business units, divisions,
Affiliates, or business segments, and in either absolute terms or relative to the performance of one or more
comparable companies or the performance of one or more relevant indices. Unless specified otherwise by the
Plan Administrator (i) in the Award Agreement at the time the Award is granted or (ii) in such other document
setting forth the Performance Goals at the time the Performance Goals are established, the Plan Administrator
will appropriately make adjustments in the method of calculating the attainment of Performance Goals for a
Performance Period as follows: (1) to exclude restructuring and/or other nonrecurring charges; (2) to exclude
exchange rate effects, as applicable, for non-U.S. dollar denominated Performance Goals; (3) to exclude the
effects of changes to generally accepted accounting principles; (4) to exclude the effects of any statutory
adjustments to corporate tax rates; and (5) to exclude the effects of any “extraordinary items” as determined
under generally accepted accounting principles.
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() “Performance Period” means the period of time selected by the Plan Administrator over which the
attainment of one or more Performance Goals will be measured, whether quarterly, semi- annually, annually or
cumulatively over a period of years, on an absolute basis or relative to a pre- established target, to a previous
year’s results or to a designated comparison group, for the purpose of determining a Participant’s right to and the
payment of a Stock Award or a Performance Cash Award. Performance Periods may be of varying and
overlapping duration, at the sole discretion of the Plan Administrator.

(mm) “Performance Stock Award” means a Stock Award granted under the terms and conditions of
Section 6(c)(i).

(nn) “Plan” means this Pendrell Corporation 2012 Equity Incentive Plan.

(00) “Plan Administrator” means the Board, the Committee to which the Board delegates authority to serve
as administrator of this Plan, or the subcommittee to which such Committee delegates authority to serve as
administrator of this Plan.

(pp) “Restricted Stock Award” means an award of shares of Common Stock which is granted pursuant to
the terms and conditions of Section 6(a).

(qq) “Restricted Stock Award Agreement” means a written agreement between the Company and a holder
of a Restricted Stock Award evidencing the terms and conditions of a Restricted Stock Award grant. Each
Restricted Stock Award Agreement will be subject to the terms and conditions of the Plan.

(rr) “Restricted Stock Unit Award” means a right to receive shares of Common Stock which is granted
pursuant to the terms and conditions of Section 6(b).

(ss) “Restricted Stock Unit Award Agreement” means a written agreement between the Company and a
holder of a Restricted Stock Unit Award evidencing the terms and conditions of a Restricted Stock Unit Award
grant. Each Restricted Stock Unit Award Agreement will be subject to the terms and conditions of the Plan.

(tt) “Rule 16b-3” means Rule 16b-3 promulgated under the Exchange Act or any successor to Rule 16b-3,
as in effect from time to time.

(uu) “Rule 405” means Rule 405 promulgated under the Securities Act. (vv) “Rule 701” means Rule 701
promulgated under the Securities Act.

(ww) “Securities Act” means the Securities Act of 1933, as amended.

(xx) “Stock Appreciation Right” or “SAR” means a right to receive the appreciation on Common Stock that
is granted pursuant to the terms and conditions of Section 5.

(yy) “Stock Appreciation Right Agreement’ means a written agreement between the Company and a holder
of a Stock Appreciation Right evidencing the terms and conditions of a Stock Appreciation Right grant. Each
Stock Appreciation Right Agreement will be subject to the terms and conditions of the Plan.

(zz) “Stock Award” means any right to receive Common Stock granted under the Plan, including an
Incentive Stock Option, a Nonstatutory Stock Option, a Restricted Stock Award, a Restricted Stock Unit Award,
a Stock Appreciation Right, a Performance Stock Award or any Other Stock Award.

(aaa) “Stock Award Agreement” means a written agreement between the Company and a Participant
evidencing the terms and conditions of a Stock Award grant. Each Stock Award Agreement will be subject to the

terms and conditions of the Plan.
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(bbb) “Subsidiary” means, with respect to the Company, (i) any corporation of which more than fifty
percent (50%) of the outstanding capital stock having ordinary voting power to elect a majority of the board of
directors of such corporation (irrespective of whether, at the time, stock of any other class or classes of such
corporation will have or might have voting power by reason of the happening of any contingency) is at the time,
directly or indirectly, Owned by the Company, and (ii) any partnership, limited liability company or other entity
in which the Company has a direct or indirect interest (whether in the form of voting or participation in profits or
capital contribution) of more than fifty percent (50%).

(ccc) “Ten Percent Stockholder” means a person who Owns (or is deemed to Own pursuant to
Section 424(d) of the Code) stock possessing more than ten percent (10%) of the total combined voting power of
all classes of stock of the Company or any Affiliate.

Adopted by the Board of Directors of Pendrell Corporation on August 24, 2012.

Approved by the stockholders of Pendrell Corporation on
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes [ ] No [X].

As of June 30, 2011, the aggregate market value of common stock held by non-affiliates of the registrant was approximately
$465,721,460.

As of March 1, 2012, the registrant had 207,492,632 shares of Class A common stock and 53,660,000 shares of Class B common stock
outstanding.

DOCUMENTS INCORPORATED BY REFERENCE

Portions of the Registrant’s Definitive Proxy Statement for its 2012 Annual Meeting of Stockholders are incorporated by reference in
Part II, Item 5 and Part III of this Form 10-K.
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PART1

This Annual Report on Form 10-K (“Form 10-K”) contains certain forward-looking statements regarding
future events and our future operating results that are subject to the safe harbors created under the Securities Act
of 1933, as amended (“Securities Act”), and the Securities Exchange Act of 1934, as amended (“Exchange Act”).
Readers are cautioned that these forward-looking statements are only predictions and are subject to risks,
uncertainties and assumptions that are difficult to predict, including those identified under “Item 1A—Risk
Factors.” Actual events or results could differ materially due to a number of factors, including those described
herein and in the documents incorporated herein by reference.

Item 1. Business.
Overview

Pendrell Corporation (formerly ICO Global Communications (Holdings) Limited) (“Pendrell”) is a
Delaware corporation which, with its consolidated subsidiaries, is referred to as “us,” we,” or the “Company.”
Our principal executive office is located at 2300 Carillon Point, Kirkland, Washington 98033, and our telephone
number is (425) 278-7100. Our website address is www.pendrell.com. The information contained in or that can
be accessed through our website is not part of this Form 10-K.

This year represented a turning point for us marked by the $325 million sale of our interests in DBSD North
America, Inc. and its subsidiaries (“DBSD”) and the related winding down of our legacy satellite businesses, the
progression of our ongoing litigation with Boeing Satellite Services, Inc. (“BSSI”) and The Boeing Company
(“Boeing”), and significant investments in opportunities relating to the intellectual property (“IP”) asset class.

With the acquisitions completed in the second half of 2011 and the expansion of our team with key hires, we
now operate a fully-integrated IP investment and advisory firm that develops and implements strategies to create,
acquire, commercialize and license IP.

IP Licensing

In October 2011, we partnered with Time Warner, Inc. (“Time Warner”), a global leader in the production
of high quality media and entertainment content, to acquire ContentGuard Holdings, Inc. (“ContentGuard”).
ContentGuard has developed a significant portfolio of digital rights management (“DRM?”) intellectual property
featuring more than 260 issued patents and over 160 pending patent applications worldwide. Inventions
represented by ContentGuard’s foundational patents guard against unauthorized duplication and use of digital
content that is transferred from a source to one or more devices, such as mobile phones, tablets, set top boxes,
e-readers, game consoles, DVD players, personal computers and connected televisions. ContentGuard’s licensees
are manufacturers, distributors and providers of products and services that incorporate our innovations to enable
the protection of digital content, including Casio Hitachi Mobile Communications, LG Electronics, Microsoft
Corporation, Nokia, Panasonic, Sharp, Sony, Toshiba, Technicolor, S.A., Time Warner and Xerox Corporation.

ContentGuard’s foundational DRM technologies were incubated in the 1990s, when ContentGuard was a
division of Xerox PARC. Xerox spun ContentGuard into a separate Delaware corporation in 2000 and later
divested ownership to Microsoft Corporation, Time Warner and Technicolor. As a result of our acquisition
transaction, we own 90.1% of ContentGuard and Time Warner owns 9.9%.

ContentGuard’s licensing arrangements typically involved the payment of a one-time licensing fee in
exchange for a nonexclusive, nontransferable limited duration license to use specified IP for specified products or
specified purposes. ContentGuard has historically received payment of license revenues at the time of execution
of a license agreement, and as ContentGuard had no material post-signing obligations with respect to most
license agreements, revenue related to these agreements under our revenue recognition policy would have
generally been recorded when the license agreements were executed.
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We believe there are more manufacturers, distributors and providers of products and services that use our
innovations to protect digital content who have not yet entered into license agreements with ContentGuard. We
are in discussions with many of these companies regarding possible license arrangements.

Prior to our acquisition of ContentGuard, ContentGuard had never initiated patent infringement litigation
against any company that failed to compensate ContentGuard for use of ContentGuard’s IP. Under our
leadership, ContentGuard will be more affirmative than it has been historically in protecting its IP when
infringing parties are unwilling to enter into fair and reasonable licenses, as is the case with our recently initiated
infringement litigation against ZTE Corporation (see Item 3 Legal Proceedings).

IP Services

We provide IP valuation services, analysis and strategic advice through Pendrell’s wholly-owned subsidiary,
Pendrell Technologies LLC (“PTL”) and its wholly-owned subsidiary, Ovidian Group LLC (“Ovidian Group™).
We assist companies with IP portfolio development, strategic assessment of IP assets, IP landscape analyses, IP
risk mitigation strategies, and formation and optimization of IP departments. We also work with investors to
identify opportunities to create value and manage risk by investing strategically in IP, innovation and other
intangible business assets. We are a global service provider, serving large technology clients with operations and
intangible assets located throughout the world.

Our service relationships with companies and investors are founded and based heavily on trust. Our clients
must trust our discretion, our diligence, our independence, our industry relationships, our knowledge of the
attributes and value of IP, and our ability to craft effective IP solutions. In the course of any given project, we
may assist with, among other activities, the development and acquisition of patent portfolios, the valuation of IP
assets, the generation of licensing revenue, and the use of IP rights for business purposes.

We price our advisory services on a project-by-project basis under a variety of fee arrangements, including
flat project fees, monthly retainers, success fees, or combinations of the foregoing. Various factors impact our
project pricing, including anticipated time commitment, project difficulty, and anticipated outcomes.

Service revenue is recognized when our professionals deliver consulting services.

Strategy

Our continuing strategy is to deploy our assets and resources to pursue investment and acquisition
opportunities that have the potential to enhance shareholder value. We will continue to evaluate opportunities to
invest in, develop, commercialize, and monetize IP assets, but we may also pursue opportunities beyond our IP
business. We believe that our transactional expertise, financial resources, industry relationships and tax assets
provide us with key competitive advantages that enable us to explore and pursue these opportunities.

Competition

In our efforts to acquire IP, we compete with a number of companies that focus on the acquisition and
monetization of IP rights such as Acacia Research Corporation, Coller IP Management, Intellectual Ventures,
Mosaid, Rovi, RPX and Wi-Lan, as well as operating companies that acquire IP to enhance their own IP
positions. New buyers continue to enter the market and we anticipate that the competition for IP assets will
continue to increase.

Our IP service offerings also face competitive challenges. Some of the same companies that actively pursue
the acquisition of IP, such as Coller IP Management and Rembrandt IP Management, also seek to partner with, or
provide advice and services to, organizations wishing to commercialize their intellectual property. We also face
competition from consulting companies that focus solely on the provision of services. Examples include Boston
Consulting Group, Bain & Company and Red Chalk Group.
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We expect to differentiate ourselves from our competitors through our personnel who are knowledgeable
and experienced in IP matters, our available capital, our tax attributes, and our unique ability to partner with
technology leaders.

Divestiture of Qur Satellite Communications Assets

In 2011, we continued the divestiture of our satellite assets. In March 2011, we signed a comprehensive
implementation agreement (“Implementation Agreement”) with DISH Network Corporation (“DISH Network™),
pursuant to which we transferred substantially all of our interest in DBSD to DISH Network for approximately
$325 million. We have received all proceeds of the Implementation Agreement other than $10 million, which is
due from DISH Network at the earlier of (a) five days after DBSD’s emergence from its pending Chapter 11
bankruptcy proceeding, or (b) five days after termination of DISH Network’s amended investment agreement
with DBSD. DBSD emerged from bankruptcy on March 9, 2012, and we anticipate receiving the final $10
million payment from DISH Network, together with reimbursement of certain bankruptcy-related costs to which
we are entitled, within five days of emergence.

We also pursued the divestiture of our medium earth orbit (“MEO”) satellites and related ground station
equipment (the “MEO Assets”). In early 2012, we signed an agreement to sell our remaining MEO Assets other
than our in-orbit MEO satellite (“F2”). In connection with the signing of the agreement the purchaser has
assumed all ongoing costs of storing and maintaining the assets. The sale is scheduled to close on or before
May 4, 2012. The sale will not generate any material proceeds to us. While we continue our efforts to sell F2, we
have implemented measures to decommission F2 with the expectation that a decommissioning or sale will be
complete by the end of June. The sale of the MEO Assets and the sale or decommissioning of F2 will trigger in
excess of $2 billion in tax losses which we believe can be carried forward to offset taxable income in certain
circumstances for up to 20 years.

We continue in litigation with BSSI and Boeing arising out of agreements with BSSI for the development and
launch of our MEO satellites and related launch vehicles. In October 2008, a jury determined that BSSI and Boeing
were liable to us for breach of contract, fraud, negligent misrepresentation and tortious interference. In February
2009, the court entered judgment in our favor for approximately $603.2 million, consisting of $370.6 million of
compensatory damages against BSSI and Boeing for breach of contract, fraud, negligent misrepresentation and
tortious interference with contract; $29.6 million against BSSI for punitive damages; $177.0 million against Boeing
for punitive damages; and $26.0 million in pre-judgment interest. Beginning January 2, 2009, post-judgment
interest began to accrue on the $603.2 million judgment amount at the rate of 10% per annum (simple interest). As
of December 31, 2011, the amount of the outstanding judgment, including interest, was approximately $775 million.

In March 2009, BSSI and Boeing appealed the trial court judgment to the California Court of Appeal. In
order to stay enforcement of the judgment, Boeing posted a bond in the approximate amount of $904.0 million.
In response, we cross-appealed the trial court’s decision to overturn the jury’s award of additional compensatory
and punitive damages on our satellite pricing fraud claim against BSSI. Briefing was completed in the summer of
2011, and the Court of Appeal conducted the second of two oral arguments on January 25, 2012, at which time
the case was submitted for decision. We expect a decision by late April 2012.

Following the issuance of the Court of Appeal decision, any party that does not fully prevail at the Court of
Appeal may seek reconsideration by the Court of Appeal or request further appeal to the California Supreme
Court. The Court of Appeal is not required to grant a request for reconsideration, nor is the California Supreme
Court required to grant further appeal. We cannot predict the timing or outcome of the appeal process.

Employees

As of December 31, 2011, on a consolidated basis, we had 38 full-time employees and four part-time
employees located in Washington and California. We anticipate hiring additional personnel to support our growth.




Available Information

The address of our website is www.pendrell.com. You can find additional information about us and our
business on our website. We make available on this website, free of charge, our annual reports on Form 10-K,
quarterly reports on Form 10-Q, current reports on Form 8-K, and amendments to those reports, as soon as
reasonably practicable after we electronically file or furnish such materials to the Securities and Exchange
Commission (“SEC”). You may read and copy this Form 10-K at the SEC’s public reference room at 100 F
Street, NE, Washington, DC 20549-0102. Information on the operation of the public reference room can be
obtained by calling the SEC at 1-800-SEC-0330. These filings are also accessible on the SEC’s website at
WWW.SeC.gov.

We also make available on our website in a printable format the charters for certain of our various Board of
Director committees, including the Audit Committee and Compensation Committee, and our Code of Conduct
and Ethics in addition to our Certificate of Incorporation and Bylaws. This information is available in print
without charge to any stockholder who requests it by sending a request to Pendrell Corporation, 2300 Carillon
Point, Kirkland, Washington 98033, Attn: Corporate Secretary. The material on our website is not incorporated
into or part of this Form 10-K.

Item 1A. Risk Factors.

The risks below address some of the factors that may affect our future operating results and financial
performance. If any of the following risks develop into actual events, then our business, financial condition,
results of operations or prospects could be materially adversely affected.

Risks Related to our Patents and Licensing Activities

Success of our ContentGuard business depends on our ability to enter into new license agreements or
otherwise enforce our intellectual property rights.

ContentGuard’s revenues are dependent on our ability to enter into new license agreements with, or
otherwise enforce our intellectual property rights against, users of our patented inventions. If users refuse to sign
or renew license agreements, we may need to resort to alternative measures to compel the payment of fair
consideration, which may or may not be effective. This risk applies not only to new license agreements, but to
certain existing license agreements that have fixed expiration dates. If we fail to sign or renew license agreements
on terms that are favorable to us, our business opportunity could be negatively impacted.

The fixed terms of our patents limit our business opportunity.

Our patents have fixed terms. If we fail to develop or acquire new patentable inventions prior to the
expiration of our patents, our licensing opportunities will diminish, which could negatively impact our business
opportunity.

Our revenues may be derived from a limited number of licensees.

It is possible that a significant portion of our future revenue will come from a limited number of licensees. If
we are unable to enter into licenses with licensing prospects, it may negatively impact our business opportunity.

Our licensing cycle is lengthy and costly, and our marketing, legal and sales efforts may be unsuccessful.

We expect to incur significant marketing, legal and sales expenses prior to entering into license agreements
and generating license fees. We will also spend considerable resources educating prospective licensees on the
benefits of a license arrangement with us. If our educational efforts are unsuccessful, we may be required to pursue
litigation to protect our intellectual property rights. These litigation efforts will be time consuming and costly. As
such, we may incur significant losses in any particular period before any associated revenue stream begins.
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Our financial and operating results may be uneven.

Our quarterly operating results may fluctuate substantially, depending upon the licensing activity in any
given period. As such, our operating results are difficult to predict, and you should not rely on quarterly or annual
comparisons of our results of operations as an indication of our future performance. Factors that could cause our
operating results to fluctuate during any period or that could adversely affect our ability to achieve our revenue
goals include without limitation the timing of license and consulting agreements, compliance with such
agreements, the terms and conditions for payment of license or consulting fees under those agreements, our
ability to protect and enforce our intellectual property rights, changes in demand for products with DRM
capability, the time period between commencement and completion of license negotiations, revenue recognition
principles, and changes in accounting policies. These factors and others could cause the price at which our stock
may trade to be volatile and may cause the price of our Class A common stock to decline.

Our business could be negatively impacted if DRM technology is not incorporated into products.

A substantial portion of our historical revenues from our ContentGuard business were generated from
manufacturers and distributors of products that incorporate DRM technology covered by our patented inventions.
Our business prospects could be negatively impacted if prospective licensees do not include DRM technology in
their products.

Future innovations could make our inventions obsolete.

Our success depends, in part, on continued demand for DRM-enabled products covered by our patented inventions.
Changes in technology or customer requirements could render our patented inventions obsolete or unmarketable.

Reexamination of our key patents could significantly harm our business.

Our assets include patents that are integral to our business and revenues. Prospective licensees or
competitors may challenge the validity, scope, enforceability and ownership of our patents. Their challenges may
include reexamination requests in the U.S. Patent and Trademark Office (“PTO”) or the European Patent Office
(“EPO”). For example, three of our patents are currently subject to opposition proceedings at the EPO.
Reexamination proceedings may narrow the scope of our claims or may cancel some or all of our claims. If some
or all of our patent claims are canceled, we could be prevented from enforcing or earning future revenues from
such patents. Even if our claims are not canceled, enforcement actions against alleged infringers may be stayed
pending resolution of reexaminations, or courts or tribunals reviewing our patent claims could make findings
adverse to our interests based on facts presented in reexamination proceedings. We cannot predict the
consequences or outcome of these proceedings.

Challenges to our patents will consume time and increase our operating costs.

Reexamination proceedings are costly and time-consuming. Regardless of the merits of a challenge to the
validity, scope, enforceability or ownership of a patent, such a challenge may result in substantial legal expenses
and diversion of management’s time and attention away from our other business operations. The complexity and
the typical delays of the proceedings and the potential for degradation or loss of patent claims may significantly
increase our operating costs and cause volatility in our stock price.

Delays in issuance of patents by the PTO or EPO could harm our business.

We intend to acquire and pursue additional patents and related intellectual property rights. The number of
patent applications submitted to the PTO has been increasing, which may result in longer delays in obtaining
approval of patent applications. The application delays could cause delays in recognizing revenue from these
patents and could cause us to miss opportunities to license patents before other competing technologies are
developed or introduced into the market.
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Enforcement proceedings will consume time and increase our operating costs.

We may need to file actions to enforce our patents and other intellectual property rights, enforce the terms of
our existing license agreements, protect our trade secrets, or determine the validity and scope of the proprietary
rights of others. Enforcement proceedings are typically protracted and complex. The costs are typically substantial,
and the outcomes are unpredictable. Enforcement actions may also backfire by triggering challenges to our patent
claims, by harming our relationships with prospective licensees, or by delaying procurement of new licenses
pending the outcome of enforcement actions. Irrespective of outcome, enforcement actions will divert our
managerial, technical, legal and financial resources from business operations. Adverse decisions could severely
limit the value of our inventions or result in a loss of our proprietary rights, which could negatively impact our stock
price, our results of operations, our cash flows, our business and our financial position.

Recent changes in U.S. patent law could adversely impact our business.

U.S. patent laws recently underwent significant revision. Much of the rule-making to implement the new
laws is not yet complete. If the new laws or the rules enacted under the new laws alter the historically consistent
protections afforded to owners of patent rights, the resulting changes may not be advantageous for us, and may
make it more difficult to obtain adequate patent protection or to enforce our patents against parties using them
without a license.

Changes of interpretations of U.S. patent law could adversely impact our business.

Our success in reexamination and enforcement proceedings relies in part on the uniform and historically
consistent application of U.S. patent laws and regulations. The courts’ interpretations of U.S. patent laws and
regulations continue to evolve, and the courts may continue to alter or refine their application of laws and
regulations. Changes or potential changes in judicial interpretation could have a negative impact on our ability to
monetize our patent rights.

Risks Related to our Acquisition Activities
We may over-estimate the value of patent assets.

We purchase patents and related IP rights, from which we intend to generate a return on our investment. We
estimate the value of the IP prior to acquisition. If we over-estimate the value of the acquired IP, we may not
generate desired returns on our investment, which could adversely affect our results of operations.

We may not capitalize on acquired patent assets.

Even if we accurately value the IP that we purchase, we must succeed in licensing or otherwise monetizing
the IP in order to generate a return on our investment. Our success in licensing and otherwise monetizing IP
depends on effective efforts of our employees and outside professionals, which typically requires complex
analysis, the exercise of sound professional judgment and effective education of prospective licensees. If we do
not successfully license or monetize the IP we acquire, it could adversely affect our results of operations.

We may pursue other acquisition or investment opportunities that do not yield desired results.

We intend to continue to pursue acquisitions that support our business objectives and strategy. Acquisitions
are time consuming, complex and costly. The terms of acquisition agreements tend to be heavily negotiated. As a
result, we expect to incur significant transactional expenses, regardless of whether or not acquisitions are
consummated. Moreover, the integration of acquired companies prompts significant challenges, and we cannot
assure that the integration of acquired businesses with our business will result in the realization of the full
benefits we anticipate from such acquisitions. Investigating businesses and assets and integrating newly acquired
businesses or assets may be costly and time consuming, and such activities could divert our management’s
attention from other business concerns. In addition, we might lose key employees while integrating new
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organizations. Acquisitions could also result in potentially dilutive issuances of equity securities or the
incurrence of debt, the assumption or incurrence of contingent liabilities, possible impairment charges related to
goodwill or other intangible assets or other unanticipated events or circumstances, any of which could negatively
impact our financial position. We might not be successful in integrating acquired businesses, and might not
achieve desired revenues and cost benefits.

We rely on representations, warranties and opinions from third parties that might not be accurate.

When we acquire assets or establish relationships with inventors or strategic partners, we may rely on
representations and warranties made by third parties. We also may rely on opinions of lawyers and other
professionals. We may not have the opportunity to independently investigate and verify the facts upon which
such representations, warranties, and opinions are made. By relying on these representations, warranties and
opinions, we may be exposed to liabilities in connection with the licensing and enforcement of certain patents
and patent rights that could have a material adverse effect on our operating results and financial condition.

The ongoing uncertainty about global economic conditions could negatively impact our acquisition

efforts.

The financial crisis that affected the banking system and financial markets and the ongoing financial
instability and uncertainty about global economic conditions have resulted in a tightening in the credit markets, a
low level of liquidity in many financial markets, and extreme volatility in credit, equity and fixed income
markets. There could be a number of follow-on effects from these economic developments on our future
acquisition activities, including difficulty in raising sufficient money to pursue future business opportunities.

Risks Related to our Operations
Our revenues may not offset our operating expenses.

We have increased our expenditures to develop and expand our business, including expenditures to acquire
intellectual property assets, develop new solutions and expand the reach and scope of our IP business. We have
also incurred, and will continue to incur, additional operating expenses to hire new personnel, including
employees for IP services, patent research and analysis, development of reporting systems and general and
administrative functions. Our financial position will be negatively impacted if we are not successful in generating
revenue that is sufficient to offset these expenses.

Failure to effectively manage our business and our growth could strain our business.

Our success depends, in large part, on continued contributions of our key managers, engineers, consultants,
lawyers and finance personnel, many of whom are highly skilled and would be difficult to replace. Our success also
depends on our ability to attract, train and retain highly skilled personnel, and on the abilities of new personnel to
function effectively, both individually and as a group. Competiiion for qualified senior employees can be intense.
We must train our personnel, especially our intellectual property consultants, to respond to and support our
customers and licensees. If we fail to do so, it could lead to dissatisfaction among our clients and licensees, which
could slow our growth or result in a loss of business. Our senior managers and key personnel are not bound by
agreements to remain with us for any specified time period. The loss of any of our senior management or other key
personnel could harm our ability to implement our business strategy. Moreover, our growth may strain our
managerial and operational resources and systems. If we fail to manage our growth effectively or otherwise strain
our relationships with our personnel, our business and financial results may be materially harmed.
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Our provision of services could result in professional liability that may damage our reputation.

Our provision of IP-related services typically involves complex analysis and the exercise of professional
judgment. As a result, we are subject to the risk of professional liability. If a client questions the quality of our
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work, the client could threaten or bring a lawsuit to recover damages or contest its obligation to pay fees.
Litigation alleging that we performed negligently or breached any other obligations to a client could expose us to
legal liabilities and, regardless of outcome, could be costly, distract our management and damage our reputation.

Rights of minority stockholders may limit future value.

We own 90.1% of ContentGuard. The governing documents for ContentGuard describe certain actions that
require unanimous consent of ContentGuard’s stockholders. We may enter into investments in the future that
involve similar or more restrictive governance provisions. If our interests and the interests of our partners or
other stockholders in these investments diverge, it is possible that we may be unable to capitalize on business
opportunities or prevented from realizing favorable returns on investments.

If we need financing and cannot obtain financing on favorable terms, our business may suffer.

For the foreseeable future, we expect to rely on payments from clients and licensees and existing cash
reserves to finance our operations. However, if we deploy a significant portion of our capital on future
acquisitions, or if we encounter unforeseen difficulties in the future that deplete our capital resources more
rapidly than anticipated, we may need to obtain additional financing. Financing might not be available on
favorable terms, if at all, and may dilute our existing stockholders. If we fail to obtain additional capital as and
when needed, such failure could have a material adverse impact on our business, results of operations and
financial condition.

Future changes in standards, rules, practices or interpretation may impact our financial results.

We prepare our consolidated financial statements in accordance with U.S. GAAP. These principles are
subject to interpretations by the SEC and various accounting bodies. In addition, we are subject to various
taxation rules in many jurisdictions. The existing taxation rules are generally complex, voluminous, frequently
changing and often ambiguous. Changes to existing taxation rules, changes to the financial accounting standards,
or any changes to the interpretations of these standards or rules, or changes in practices under these standards and
rules, may adversely affect our reported financial results or the way we conduct our business.

Unauthorized use or disclosure of our confidential information could adversely affect our business.

We rely primarily on a combination of license agreements, nondisclosure agreements, other contractual
relationships and patent, trademark, trade secret and copyright laws to protect our confidential and proprietary
information, our technology and our intellectual property. For example, we enter into contracts with our
employees, consultants and prospective and existing customers and strategic partners. We cannot be certain that
these agreements have not been and will not be breached, that we will be able to timely detect unauthorized use
or transfer of our trade secrets or intellectual property, that we will have adequate remedies for any breach, or
that our trade secrets will not otherwise become known or be independently discovered by competitors. If we are
unable to detect in a timely manner the unauthorized use or disclosure of our proprietary or other confidential
information or if we are unable to enforce our rights under our agreements or applicable laws, the
misappropriation of such information could harm our business.

Risks Related to Our Former Satellite Communications Business
We are engaged in litigation with Boeing and BSSI involving substantial monetary damages.

We are engaged in litigation with BSSI and Boeing arising out of agreements for the development and
launch of our MEO satellites. In February 2009, the Los Angeles Superior Court issued a judgment in our favor
and against BSSI and Boeing for $603.2 million. The judgment consists of compensatory awards, a punitive
damage award against BSSI, a punitive damage award against Boeing, and pre-judgment interest. BSSI and
Boeing have appealed the judgment and all of its subparts, thereby rendering the entire award subject to the risks



of appeal. If even one of their appeals is successful, the size of the judgment could be substantially reduced. A
substantial reduction in the judgment could have a negative impact on the price of our stock. A complete reversal
is likely to have a significantly negative impact on the price of our stock.

We will continue to face substantial costs and collection risk in our litigation with Boeing and BSSI.

Boeing has posted the full bond required to stay enforcement of our judgment against BSSI and Boeing, but
the existence of the bond does not entirely eliminate the risk of collection. We have incurred substantial costs and
fees to obtain and defend the judgment, and expect we will continue to incur substantial additional costs and fees
through the ultimate resolution of the case, including a contingent obligation to pay our trial lawyers a fee equal
to 3% of any recovery up to $250 million, and 5% of any recovery in excess of $250 million, less certain costs
and fees paid previously.

Our termination or abandonment of MEO gateway agreements may expose our subsidiaries to liabilities.

Certain of our subsidiaries have or had agreements with the operators of the gateways for our MEO satellite
system. We have discontinued the funding of all gateway agreements and the subsidiaries that are parties to the
gateway agreements. Our subsidiaries may incur costs associated with the termination or abandonment of such
agreements. As of December 31, 2011, our subsidiaries had an accrued liability of $49.5 million related to these
unsettled agreements.

Our ability to utilize our Net Operating Losses (“NOLs”) may be impacted by changes in tax laws.

We hold existing NOLSs, and expect to hold additional NOLSs that will be generated from the sale or other
disposition of our MEO Assets at prices significantly less than their tax basis. We intend to carry forward these
losses to offset current and future income and thus reduce our income tax liability. If tax laws are amended to
limit or eliminate the ability to carry forward our NOLs, or to alter income tax rates, the value of our NOLs could
be significantly impaired.

Our ability to utilize our NOLs is dependent on avoiding ownership changes and securing future income.

Under existing provisions of the Internal Revenue Code, if we experience an “ownership change,” our
ability to use our NOLs will be significantly limited, which will impair the value of our NOLs. In addition, our
ability to fully utilize the NOLs is dependent upon the generation of future taxable income before the expiration
of the carry forward period attributable to the NOLSs, which begin to expire in 2020.

Risks Related to Our Class A Common Stock
Future sales of our Class A common stock could depress the market price.

The average trading volume of our Class A common stock is historically low. As a result, the market price
of our Class A common stock could decline as a result of sales of a large number of shares. These sales might
also make it more difficult for us to sell shares in the future at a time and price that we deem appropriate.

The interests of our controlling stockholder may conflict with the interests of other Class A holders.

Eagle River controls approximately 65% of the voting power of our outstanding capital stock. As a result,
Eagle River has control over the outcome of matters requiring stockholder approval, including the election of
directors, amendments to our governing documents, the adoption or prevention of mergers, consolidations or
sales of all or substantially all of our assets, or control changes. Eagle River is not restricted or prohibited from
competing with us.
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We are a “controlled company” within the meaning of the NASD Marketplace Rules and, as a result, will
qualify for, and may rely on, exemptions from certain corporate governance requirements.

Eagle River controls approximately 65% of the voting power of our outstanding capital stock. As a result,
we are a “controlled company” within the meaning of the NASDAQ Global Select Market corporate governance
standards, and therefore may elect not to comply with certain NASDAQ Global Select Market corporate
governance requirements, including (1) the requirement that a majority of the board of directors consist of
independent directors, (2) the requirement that the compensation of officers be determined, or recommended to
the board of directors for determination, by a majority of the independent directors or a compensation committee
comprised solely of independent directors, and (3) the requirement that director nominees be selected, or
recommended for the board of directors’ selection, by a majority of the independent directors or a nominating
committee comprised solely of independent directors with a written charter or board resolution addressing the
nomination process. We do not currently rely on any of these exemptions, but reserve the right to do so in the
future. If we choose to do so, our stockholders may not have the same protections afforded to stockholders of
companies that are subject to all of the NASDAQ Global Select Market corporate governance requirements.

Our Tax Benefits Preservation Plan, as well as certain provisions in our restated certificate of
incorporation, may discourage takeovers, which could affect the rights of holders of our Class A common
stock.

The Tax Benefits Plan we have in place is intended to act as a deterrent against any person or group
acquiring or otherwise obtaining beneficial ownership of more than 4.9% of our securities without the approval
of our Board of Directors. In addition, our restated certificate of incorporation requires us to take all necessary
and appropriate action to protect certain rights of our common stockholders that are set forth in the restated
certificate of incorporation, including voting, dividend and conversion rights and their rights in the event of a
liquidation, merger, consolidation or sale of substantially all of our assets. It also provides that we will not avoid
or seek to avoid the observance or performance of those rights by charter amendment, entry into an inconsistent
agreement or reorganization, recapitalization, transfer of assets, consolidation, merger, dissolution or the issuance
or sale of securities. In particular, these rights include our Class B common stockholder’s right to ten votes per
share on matters submitted to a vote of our stockholders and option to convert each share of Class B common
stock into one share of Class A common stock. The provisions of the Tax Benefits Plan and our restated
certificate of incorporation could discourage takeovers of our company, which could adversely affect the rights
of our stockholders.

We do not expect to pay cash dividends on our Class A or Class B common stock for the foreseeable
Juture.

We have never paid a cash dividend on shares of our equity securities, and do not intend to pay any cash
dividends on our Class A or Class B common shares in the foreseeable future.

Item 1B. Unresolved Staff Comments.

None.

Item 2. Properties.

Our corporate headquarters are located in Kirkland, Washington, where we occupy approximately 6,693
square feet of space under a sublease as of December 31, 2011. Upon expiration of our various leases, we do not
anticipate any difficulty in obtaining renewals or alternative space.
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The following table lists our leased properties as of December 31, 2011, both in the United States and in the
United Kingdom:

Square

Footage
Location Operation Lease Term (Approx.)
Kirkland, WA ................. Corporate Headquarters Expires July 31, 2012 (1) 6,693(1)
Berkeley, CA ................. Ovidian Group Expires March 31, 2015 2,641
ElSegundo, CA ............... ContentGuard Expires May 31, 2014 6,806
El Segundo,CA ............... Satellite Warehouse Facility Expires November 30, 2012 23,959
Slough, Berkshire, UK. ......... Archive Warehouse Expires June 23,2012 = 2,685

(1) In January 2012, we entered into a new lease for this space that extends through July 2019 and will increase
our leased square footage to 8,050.

In addition to our leased properties, as of December 31, 2011, we owned approximately 42 acres in Itaborai,
Brazil, on which certain gateway equipment for our MEO satellite system is located. The sale of this property
was completed in January 2012 for approximately $5.6 million.

We believe our facilities are adequate for our current business and operations.

Item 3. Legal Proceedings.
BSSI Litigation

In February 2009, after more than four years of litigation, we obtained a judgment against BSSI and Boeing
for approximately $603.2 million (“BSSI Litigation™), consisting of $370.6 million of compensatory damages
against BSST and Boeing for breach of contract, fraud, negligent misrepresentation and tortious interference with
contract; $29.6 million against BSSI for punitive damages; $177.0 million against Boeing for punitive damages;
and $26.0 million in pre-judgment interest. Beginning January 2, 2009, post-judgment interest began to accrue on
the full judgment amount at the rate of 10% per annum (simple interest).

In March 2009, BSSI and Boeing appealed the trial court judgment to the California Court of Appeal. In
order to stay enforcement of the judgment, Boeing posted a bond in the approximate amount of $904.0 million.
In response, we cross-appealed the trial court’s decisions to overturn the jury’s award of additional compensatory
and punitive damages on our satellite pricing fraud claim against BSSI. Briefing was completed in the summer of
2011, and the Court of Appeal conducted the second of two oral arguments on January 25, 2012, at which time
the case was submitted for decision. We expect a decision by late April 2012.

Following the issuance of the Court of Appeal decision, any party that does not fully prevail at the Court of
Appeal may seek reconsideration by the Court of Appeal or request further appeal to the California Supreme
Court. The Court of Appeal is not required to grant a request for reconsideration, nor is the California Supreme
Court required to grant further appeal. We cannot predict the timing or outcome of the appeal process.

Through December 31, 2011, we have incurred costs of approximately $21.0 million to prosecute and defend the
BSSI Litigation, and may incur additional consulting and legal fees if further appeal is pursued. When the judgment
becomes non-appealable, or when we settle our claims with BSSI and Boeing, we will be obligated to pay our trial
lawyers an additional fee equal to 3% of any recovery up to $250.0 million, and 5% of any recovery in excess of
$250.0 million, less certain costs and fees advanced to counsel by us during the course of the BSSI Litigation.
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ZTE Enforcement Action

On February 27, 2012, ContentGuard filed a patent infringement lawsuit against ZTE Corporation and ZTE
(USA) Inc. in the Eastern District of Virginia, in which ContentGuard alleged that the defendants have infringed
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and continue to infringe seven of our patents by making, using, selling or offering for sale certain mobile
communication and computing devices. We have requested a jury trial and are seeking injunctive relief, damages
and pre-judgment and post-judgment interest.

J&J Arbitration

Jay and Jayendra (Pty) Ltd (“J&J Group”) is a South African corporation that signed a purchase and sale
agreement in April 2011 (the “J&J Agreement”) to buy our MEO Assets. J&J Group did not close the purchase
of the MEO Assets by the November 1, 2011 deadline set forth in the J&J Agreement, and as a result is obligated
to reimburse us for certain operation and maintenance costs incurred from January 14, 2011 through October 31,
2011. The J&J Group has not fulfilled its obligation to reimburse us for such costs and instead has alleged that
we breached the J&J Agreement. We intend to file an arbitration proceeding in London UK in March 2012,
alleging that J&J Group breached the J&J Agreement (the “J&J Proceeding”). In the J&J Proceeding, we are

seeking recovery of operation and maintenance costs, and other damages arising from J&J Group’s breach of the
J&J Agreement.

Item 4. Mine Safety Disclosures.

Not Applicable
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PART II

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases
of Equity Securities.

Market for Our Class A Common Stock

Our Class A common stock trades on the Nasdaq Global Select Market under the symbol “PCO.” Effective
July 21, 2011, we changed our name from ICO Global Communications (Holdings) Limited to Pendrell
Corporation, and adopted “PCO” as our new ticker symbol. Previously, our Class A Common Stock traded on the
Nasdaq Global Select Market under the symbol “ICOG.” Our Class A Common Stock will continue to trade on
the NASDAQ stock exchange.

The table below sets forth the high and low sales prices of our Class A common stock in U.S. dollars for
each of the periods presented. Stock prices represent amounts published on the Nasdaq Global Select Market. As
of March 1, 2012, the closing sales price of our Class A common stock was $2.41 per share.

2011 2010
Ee_rm High Low High Low
First Quarter . ............. vt $3.20 $1.35 $1.64 $1.05
Second QUArtEr ... ....vttittie ettt it $3.26 $2.39 $1.88 $1.16
Third Quarter . . ...ttt e $3.07 $1.96 $2.02 $1.20
FourthQuarter ... ........ ... .. . i, $294 $2.09 $1.90 $1.38

As of March 1, 2012, there were approximately 325 record holders of our Class A common stock.

Market for Our Class B Common Stock

There is no established trading market for our Class B common stock, of which we have 53,660,000 shares
outstanding with two holders of record. Each share of Class B common stock is convertible at any time at the
option of its holders into one share of Class A common stock.

Dividends

We have never paid a cash dividend on shares of our equity securities. We do not intend to pay any cash
dividends on our common shares during the foreseeable future. It is anticipated that future earnings, if any, from
our operations will be used to finance growth.

Unregistered Sales of Equity Securities and Use of Proceeds

None.

Use of Proceeds

None.

Issuer Purchases of Equity Securities

None.

poday jenuuy
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Item 6. Selected Financial Data.

The following selected consolidated financial data should be read in conjunction with “Item 7—
Management’s Discussion and Analysis of Financial Condition and Results of Operations” and our consolidated
financial statements and accompanying notes included in this Form 10-K.

Year Ended December 31,
2011 2010 2009(1) 2008 2007
(in thousands, except per share data)
Revenue(2) .. ..ot e $ 2637 $§ — $ — % —  $ —
Operating expenses:
General and administrative ................. 27,384 16,186 38,803 54,771 43,651
Research and development ................. — — 1,644 5,080 7,738
Gain on contract settlements(3)/(4) ........... (4,735) (15,666) — — —
Amortization of intangibles ................. 1,986 — — — —
Loss on disposal of assets .................. — — — 17 —
Operating expenses, net .................... 24,635 520 40,447 59,868 51,389
Operating 1oss . ........cooveinieiiiennnenn... (21,998) (520) (40,447) (59.,868) (51,389)
Net interest eXpense . .. .....c.ooveveeinneennn.. 4,450) (4316) (36,252) (36,262) (24,492)
Gain associated with disposition of assets(5) ....... 300,886 — — — —
Gain on deconsolidation of DBSD ............... —_ — 280,971 —_ —
Gain on liquidation of subsidiaries ............... — 2,459 — — 860
Other income (EXPense) . . .......c..oveeneunen.n. 1,223 (1,094) (7,286) 4,175) 878
Income (loss) before income taxes ............... 275,661 (3,471) 196,986 (100,305) (74,143)
Income tax benefit (expense}(6) ................. 42,925 787 (1,508) (2,872) (1,175)
Netincome (10SS) . . ..o o i i ens 318,586 (2,684) 195,478  (103,177) (75,318)
Net loss attributable to noncontrolling interest .. . ... (274) — — — —
Net income (loss) attributable to Pendrell .......... $318,860 $ (2,684) $195,478 $(103,177) $(75,318)
Basic income (loss) per share attributable to
Pendrell ........ ... .. i, $ 126 $ (OO $ 094 $ (051) $ (038
Diluted income (loss) per share attributable to
Pendrell ........ ... i, $ 123 § OO $ 094 $ (051) $ (038
Total @SSEtS . ...t e $435,047 $45,577 $ 30,308 $ 663,964 $602,133
Long-term obligations, including current portion of
capital lease obligations(7) ................... $ 76,406 $27,921 $ 31,557 $ 40,382 $685,263

(1) DBSD was deconsolidated from our financial operating results effective May 15, 2009. Accordingly, our
results of operations for the year ended December 31, 2009 includes only 4.5 months of DBSD operating
activity.

(2) Revenue in 2011 is entirely comprised of fees paid for consulting services as a result of the acquisition of
the Ovidian Group in June 2011. Prior to the acquisition of Ovidian Group, we were a development stage
enterprise and did not generate any revenue from operations.

(3) During the first quarter of 2011, we recognized a $4.7 million gain associated with a reduction of our
estimated liability for gateway obligations as a result of our agreement to purchase Deutsche Telekom AG’s
claim against one of our subsidiaries.

(4) Certain of our subsidiaries had agreements with ten operators of gateways for our MEO satellite system.
Nine of the ten operators have terminated their agreements with us. Of these nine, five have been settled
with no further obligation by us. With respect to the gateways that have not been settled, we have continued
to accrue expenses according to our subsidiaries’ contractual obligation until such obligations have been
released and the operator has ceased providing services, although in most instances our subsidiaries have
suspended or significantly reduced actual payments to the operators. In 2010, upon reaching settlement with
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our Mexico operator, pursuant to which the operators’ claims were legally released, we eliminated the
corresponding accrued liability and recognized a gain on contract settlement of $15.7 million.

(5) In March 2011, upon the sale of our subsididiary for $325 million we recognized a $301 million gain
associated with the disposition of our cost method investment in DBSD and certain other assets pursuant to
the various agreements entered into with DISH Network.

(6) As aresult of recording net deferred tax liabilities pursuant to the acquisition of ContentGuard, we were
able to reduce a portion of our deferred tax valuation allowance resulting in a tax benefit of $40.7 million in
2011.

(7) In August 2008, the $650 million aggregate principal amount of convertible notes due in August 2009
(“DBSD 2009 Notes”) were reclassified from long-term to current convertible debt on our consolidated
balance sheets.

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

The following discussion and analysis should be read in conjunction with our consolidated financial
statements and accompanying notes included elsewhere in this Form 10-K.

Special Note Regarding Forward-Looking Statements

With the exception of historical facts, the statements contained in this management’s discussion and
analysis are “forward-looking” statements. All of these forward-looking statements are subject to risks and
uncertainties that could cause our actual results to differ materially from those contemplated by the relevant
forward-looking statements. Factors that might cause or contribute to such a difference include, but are not
limited to, those discussed under “Item 1A. of Part I—Risk Factors” and elsewhere in this Form 10-K. The
forward-looking statements included in this document are made only as of the date of this report, and we
undertake no obligation to publicly update these forward-looking statements to reflect subsequent events or
circumstances.

Overview

We re-shaped and re-directed our business in 2011, featuring the $325 million sale of our subsidiary and the
related winding down of our legacy satellite businesses, the progression of our litigation with BSSI and Boeing, and
significant investments in opportunities relating to the IP asset class. We now operate a fully-integrated IP investment
and advisory firm that develops and implements strategies to create, acquire, commercialize and license IP.

We launched our IP business by acquiring Ovidian Group, changing our name to Pendrell Corporation, and
partnering with Time Warner to acquire ContentGuard. In the process, we began assembling a group of
professionals with experience in IP portfolio analysis, valuation and monetization, and emerged from 2011 with
an IP investment and advisory team that we believe is world-class.

Ovidian Group is a trusted advisor to some of the most respected technology companies in the world. It
assists its clients with a variety of IP services, including IP valuation and investment analysis, IP landscape
analysis, IP divestitures and IP risk mitigation strategies. Ovidian Group has become central to our investigation
and analysis of IP investment and acquisition opportunities, as well as the development and implementation of
our IP business strategies.

Through ContentGuard, we have a unique opportunity to partner with Time Warner, a global leader in the
production of high quality media and entertainment content. ContentGuard holds what we believe to be one of
the most significant portfolios of DRM patents in the world. With approximately 50% of handsets worldwide
licensed by ContentGuard, and significant historical revenues, ContentGuard’s patent portfolio is well-proven.
ContentGuard’s current licensees include some of the biggest names in consumer electronics, including Casio
Hitachi Mobile Communications, LG Electronics, Microsoft Corporation, Nokia, Panasonic, Sharp, Sony,
Toshiba, Technicolor, S.A., Time Warner and Xerox Corporation.
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We expect to continue to grow our IP business through our Ovidian Group and ContentGuard subsidiaries,
and explore new opportunities in the IP business. We have challenged our team to accelerate ContentGuard’s
patent licensing program and continue our expansion into the IP business. We will also continue our
investigation of opportunities outside the IP business to leverage our transactional expertise, financial resources,
industry relationships and tax assets to create shareholder value, in ways that may or may not be related to the IP
business or historical operations.

As we focus on our IP business and other new initiatives, we continue to divest our satellite assets. In March
2011, we sold DBSD to DISH Network for approximately $325 million. Meanwhile, in early 2012, we agreed to
sell our remaining MEO Assets to a separate buyer, with closing anticipated by early May 2012. Additionally,
while we continue our efforts to sell F2, we implemented measures to decommission F2 with the expectation that
the decommissioning or sale will be complete by the end of June. When these activities and transactions are
concluded, all of our resources will be available to pursue our IP business and other new initiatives.

We also continue to aggressively defend the appeal of our $603.2 million judgment for breach of contract,
fraud and intentional interference against BSSI and Boeing. The California Court of Appeal heard a second round
of oral argument on January 25, 2012, and we expect a written decision by late April 2012. After the decision,
any party that does not fully prevail at the Court of Appeal may request reconsideration by the Court of Appeal
or further appeal to the California Supreme Court, although neither court is obligated to further review the
decision. We cannot predict the timing or outcome of the appeal process.

Critical Accounting Policies

Critical accounting policies require difficult, subjective or complex judgments, often as a result of the need
to make estimates about the effect of matters that are inherently uncertain. The judgments and uncertainties
affecting the application of these policies include significant estimates and assumptions made by us using
information available at the time the estimates are made. Actual results could differ materially from those
estimates. Our critical accounting policies involve judgments associated with our accounting for the fair value of
financial instruments (including our previous investment in DBSD), business combinations, goodwill and
intangible assets, contract settlements, revenue recognition, stock-based compensation, income taxes and
contingencies, each of which is described below.

Fair Value of Financial Instruments. We determine the fair value of our financial instruments based on the
hierarchy established by ASC 820, Fair Value Measurements and Disclosures (“ASC 820”). The three levels of
inputs used to measure fair value are as follows:

Level 1—Quoted prices in active markets for identical assets and liabilities.

Level 2—Quoted prices in active markets for similar assets and liabilities or other inputs that are observable
for the asset or liability, either directly or indirectly, for substantially the full term of the financial
instrument.

Level 3—Unobservable inputs that are supported by little or no market activity and are significant to the fair
value of the assets and liabilities. This includes certain pricing models, discounted cash flow methodologies
and similar techniques that use significant unobservable inputs.

In addition, in determining the fair value of our investment in DBSD as of December 31, 2010, we
considered several valuation methodologies, including a spectrum transaction analysis based upon the value of
relevant spectrum auctions and transactions. Additionally, in connection with the DBSD bankruptcy proceedings,
we engaged in negotiations with third parties interested in obtaining our equity interest in DBSD. The fair value
of our investment in DBSD as of December 31, 2010 was ultimately determined based on the estimated value of
the consideration we expected to receive from DISH Network for our equity interest in DBSD, subject to the
allocation of the total purchase price to the various assets based on good faith negotiations between the parties.
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Business Combinations. We account for business combinations using the acquisition method and,
accordingly, the identifiable assets acquired and liabilities assumed are recorded at their acquisition date fair
values. This valuation requires management to make significant estimates and assumptions, especially with
respect to long-lived and intangible assets. Critical estimates in valuing intangible assets include but are not
limited to estimates about: future expected cash flows from customers, proprietary technology, the acquired
company’s brand awareness and market position and discount rates. Our estimates are based upon assumptions
we believe to be reasonable, but which are inherently uncertain and unpredictable. Goodwill is calculated as the
excess of the purchase price over the fair value of net assets, including the amount assigned to identifiable
intangible assets. Acquisition-related costs, including advisory, legal, accounting, valuation and other costs, are
expensed in the periods in which the costs are incurred. The results of operations of acquired businesses are
included in the consolidated financial statements from the acquisition date.

Goodwill, Patents and Intangible Assets. We evaluate goodwill and indefinite-lived intangible assets at least
annually in the fourth quarter to determine whether there has been an impairment of the value of these assets and
evaluate impairment whenever events or changes in circumstances indicate that the carrying amount of our assets
might not be recoverable. We amortize definite-lived intangible assets, including patents, over their expected
useful lives. When events or circumstances indicate that the carrying amount of a long-lived asset or asset group
may not be recoverable, we perform a test to determine whether the carrying amount of the asset or asset group
tested is not recoverable and its carrying amount exceeds its fair value. Any impairment losses relating to
goodwill or other intangible assets are recognized in the consolidated statement of operations.

Contract Settlements. With respect to disputed contracts related to the ground infrastructure for our MEQ
satellite system, we continue to record expenses according to our contractual obligation until such contract is
terminated. Upon termination, and prior to settlement, we continue to accrue estimated late payment fees and
interest expense, as applicable. Upon reaching settlement, whereby the other party’s claims are legally released,
we will extinguish our recorded liability, resulting in the recognition of a gain or loss on contract settlement.

Revenue Recognition. 2011 revenue is entirely comprised of fees paid for consulting services provided by
Ovidian Group. Revenue is recognized and billed when our professionals deliver consulting services. In general,
we recognize revenue related to consulting services when (i) persuasive evidence of an arrangement exists,

(ii) delivery has occurred or services have been rendered to the customer, (iii) the fee is fixed or determinable,
and (iv) collectability is reasonably assured.

Stock-Based Compensation. We record stock-based compensation in accordance with ASC 718,
Compensation—Stock Compensation (“ASC 718”). ASC 718 requires measurement of all share-based payment
awards based on the estimated fair value on the date of grant and the recognition of compensation cost over the
requisite service period for awards expected to vest.

We record stock-based compensation on stock options, stock appreciation rights and restricted stock awards
issued to employees, directors and consultants. The fair value of stock options and stock appreciation rights is
estimated on the date of grant using the Black-Scholes option pricing model (“Black-Scholes Model”) based on
the single option award approach. The fair value of restricted stock awards is determined based on the number of
shares granted and either the quoted market price of our Class A common stock on the date of grant for time-
based and performance-based awards, or the fair value on the date of grant using the Monte Carlo Simulation
model (“Monte Carlo Simulation”) for market-based awards. The fair value of stock options and restricted stock
awards with service conditions are amortized to expense on a straight-line basis over the requisite service periods
of the awards, which is generally the vesting period. The fair value of stock appreciation rights and restricted
stock awards with performance conditions deemed probable of being achieved and cliff vesting is amortized to
expense over the requisite service period using the straight-line method of expense recognition. The fair value of
restricted stock awards with performance and market conditions, and graded vesting are amortized to expense
over the requisite service period using the straight-line method of expense recognition. The fair value of share-
based payment awards as determined by the Black-Scholes Model and the Monte Carlo Simulation are affected
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by our stock price as well as other assumptions. These assumptions include, but are not limited to, the expected
stock price volatility over the term of the awards and actual and projected employee stock option exercise
behaviors. ASC 718 requires forfeitures to be estimated at the date of grant and revised, if necessary, in
subsequent periods if actual forfeitures differ from those estimates.

Income Taxes. We must make certain estimates and judgments in determining income tax expense for
financial statement purposes. These estimates and judgments occur in the calculation of tax credits, tax benefits
and deductions. Significant changes to these estimates may result in an increase or decrease to our tax provision
in a subsequent period.

We must assess the likelihood that we will be able to recover our deferred tax assets. If recovery is not
likely, we must record a valuation allowance against the deferred tax assets that we estimate will not ultimately
be recoverable. Since our utilization of our deferred tax assets is dependent upon future taxable income that is not
assured, we have recorded a valuation allowance sufficient to reduce the deferred tax assets to an amount that is
more likely than not to be realized. However, should there be a change in our ability to recover our deferred tax
assets, our tax provision would decrease in the period in which we determined that the recovery was more likely
than not to occur.

We account for uncertain tax positions in accordance with ASC 740, Accounting for Income Taxes. The
application of income tax law is inherently complex. As such, we are required to make many assumptions and
judgments regarding our income tax positions and the likelihood whether such tax positions would be sustained if
challenged. Interpretations and guidance surrounding income tax laws and regulations change over time, and
changes in our assumptions and judgments can materially affect amounts recognized in our consolidated
financial statements.

Contingencies. The outcomes of legal proceedings and claims brought against us are subject to significant
uncertainty. ASC 450, Contingencies, requires that an estimated loss from a loss contingency such as a legal
proceeding or claim should be accrued by a charge to income if it is probable that an asset has been impaired or a
liability has been incurred and the amount of the loss can be reasonably estimated. Disclosure of a contingency is
required if there is at least a reasonable possibility that a loss has been incurred. In determining whether a loss
should be accrued we evaluate, among other factors, the degree of probability of an unfavorable outcome and the
ability to make a reasonable estimate of the amount of loss. Changes in these factors could materially impact our
financial position, results of operations or cash flows.

New Accounting Pronouncements

In September 2011, the Financial Accounting Standards Board (“FASB”) issued guidance Update
No. 2011-08, Testing Goodwill for Impairment (“Update No. 2011-08"). Update No. 2011-08 provides an entity
the option to first perform a qualitative assessment to determine whether it is more likely than not that the fair
value of a reporting unit is less than its carrying amount. If an entity determines that this is the case, it is required
to perform the currently prescribed two-step goodwill impairment test to identify potential goodwill impairment
and measure the amount of goodwill impairment loss to be recognized for that reporting unit (if any). If an entity
determines that it is unlikely that the fair value of a reporting unit is less than its carrying amount, the two-step
goodwill impairment test is not required. Update No. 2011-08 is effective for annual and interim goodwill
impairment tests performed for fiscal years beginning after December 15, 2011. Early adoption is permitted. We
chose to early adopt this statement which did not have a material impact on our financial position, results of
operations or cash flows.

In May 2011, the FASB issued Update No. 2011-05, Comprehensive Income (*“Update No. 2011-
057). Update No. 2011-05 requires in the presentation on the face of the financial statements reclassification
adjustments for items that are reclassified from other comprehensive income to net income in the statements
where the components of net income and the components of other comprehensive income are presented. Update
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No. 2011-05 is to be applied retrospectively and is effective for fiscal years, and interim periods within those
years, beginning after December 15, 2011. In December 2011, the FASB issued an amendment to the accounting
guidance on the presentation of other comprehensive income which deferred the effective date for the provisions
pertaining to reclassification adjustments. Early adoption is permitted. The adoption of this statement is not
expected to have a material impact on our financial position, results of operations or cash flows.

Results of Operations

The following table is provided to facilitate the discussion of our results of operations for the years ended
December 31, 2011, 2010 and 2009 (in thousands):

Year ended December 31,

2011 2010 2009(1)
Revenue . .........ooiiii i $ 2637 § — $ —
General and administrative expenses . .............. 27,384 16,186 38,803
Research and development expenses ............... — — 1,644
Gain on contract settlements ..................... 4,735 15,666 —
Amortization of intangibles ...................... 1,986 — —
Interestincome .............. i iiunnnnnanns 159 18 543
Interest eXpense ............c.c.ooiiiiiniiiainn. 4,609 4,334 36,795
Gain associated with disposition of assets ........... 300,886 — —
Gain on deconsolidationof DBSD .. ............... — — 280,971
Gain on liquidation of subsidiaries ................ — 2,459 —
Other (inCOME) EXPENSE . ... vvvvvven e vnenene.. (1,223) 1,094 7,286
Income tax (benefit) expense ..................... (42,925) (787) 1,508

(1) DBSD was deconsolidated from our financial operating results effective May 15, 2009. Accordingly, our
results of operations for the year ended December 31, 2009 includes 4.5 months of DBSD operating activity.

Revenue. Revenue of $2.6 million for the year ended December 31, 2011 is entirely comprised of fees paid
for consulting services provided by Ovidian Group. Prior to the acquisition of Ovidian Group on June 17, 2011,
we were a development stage enterprise and did not generate any revenue from operations.

General and Administrative Expenses. General and administrative expenses are primarily comprised of
personnel costs, stock-based compensation, legal and professional fees, acquisition investigation costs, satellite
storage, satellite system operating expenses and general office related costs.

General and administrative expenses increased $11.2 million for the year ended December 31, 2011
compared to the year ended December 31, 2010. The increase was primarily due to a $5.1 million increase in
personnel related costs as a result of the acquisition of the Ovidian Group and ContentGuard as well as additional
executives added to the Pendrell team, an associated increase of $3.6 million in non-cash stock-based
compensation expense, $1.5 million of amortized prepaid compensation expense associated with the Ovidian
Group acquisition, $1.1 million in acquisition investigation costs incurred in the current year and a $0.5 million
increase in professional fees and other expenses. The increase was partially offset by a decrease of $0.6 million
in expenses related to the MEO assets.

General and administrative expenses decreased $22.6 million for the year ended December 31, 2010
compared to the year ended December 31, 2009. Approximately $20.9 million of this decrease was a result of the
deconsolidation of DBSD effective May 15, 2009. The remaining net decrease of $1.7 million is primarily due to
a $1.8 million reduction in non-cash stock-based compensation expense, reflecting the revaluation of the majority
of our stock awards as a result of the deconsolidation of DBSD, and a $0.8 million reduction in gateway
operating expenses. The decrease is partially offset by higher employment-related expenses in the current year.
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Research and Development Expenses. We did not incur any research and development expenses during the
years ended December 31, 2011 and 2010.

During the year ended December 31, 2009, research and development expenses consisted primarily of third-
party engineering, consulting and development costs associated with technology being considered for use in the
DBSD MSS/ATC System and ICO mim service and were incurred by DBSD prior to deconsolidation on May 15,
2009.

Contract Settlements. During the first quarter of 2011, we recognized a $4.7 million gain associated with a
reduction of our estimated liability for gateway obligations as a result of our agreement to purchase Deutsche
Telekom AG’s claim against one of our subsidiaries.

During 2010, one of our subsidiaries reached a settlement agreement with its satellite gateway operator in
Mexico whereby in exchange for the transfer of certain gateway equipment our subsidiary was released from
approximately $15.7 million in outstanding liabilities associated with the related Gateway Operating Agreement.
The equipment transferred under the settlement agreement had previously been determined to have no value for
accounting purposes and we recognized a gain on contract settlement of approximately $15.7 million.

Amortization of Intangibles. Amortization of intangibles consists of amortization of identifiable assets
resulting from the acquisitions of Ovidian Group and ContentGuard in June 2011 and October 2011, respectively.

Interest Income. Interest income for the years ended December 31, 2011 and 2010 was nominal. Interest
income for the year ended December 31, 2009 is primarily attributable to interest earned on the investment of
remaining proceeds from the DBSD 2009 Notes and the DBSD 2009 Credit Facility prior to the deconsolidation
of DBSD on May 15, 2009.

Interest Expense. Interest expense for the years ended December 31, 2011 and 2010 consists primarily of
interest costs resulting from capital lease obligations associated with certain of our MEO gateway sites. Interest
expense for the year ended December 31, 2009 is primarily comprised of interest costs resulting from capital
lease obligations associated with certain of our MEO gateway sites, as well as interest incurred and the
amortization of debt issuance costs related to the DBSD 2009 Notes and DBSD 2009 Credit Facility, and
amortization of the debt discount associated with the DBSD 2009 Notes, prior to the deconsolidation of DBSD
on May 15, 2009.

Gain Associated with Disposition of Assets. During the first quarter of 2011, we recognized a $301.0 million
gain associated with the disposition of our cost method investment in DBSD and certain other assets pursuant to
the various agreements entered into with DISH Network.

Gain on Deconsolidation of DBSD. During 2009, we recognized a gain of $281.0 million associated with
the deconsolidation of DBSD as a result of its bankruptcy filing on May 15, 2009.

Gain on Liquidation of Subsidiaries. In 2010, we recognized a $2.5 million net gain resulting from the
substantial liquidation of certain subsidiaries that we abandoned after determining they had no future business

purpose.

Other (Income) Expense. Other income for the year ended December 31, 2011 is comprised primarily of a
$1.2 million gain recognized upon elimination of our payable to an affiliate. Other expense for the year ended
December 31, 2010 is comprised primarily of $1.0 million of costs associated with reimbursements due to DBSD
for their respective share of stock awards that ultimately failed to vest. Other expense for the year ended
December 31, 2009 is comprised primarily of net realized and unrealized losses of $4.2 million through May 15,
2009 associated with investments in auction rate securities held by DBSD, as well as losses on foreign currency
transactions of $3.1 million.
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Income Tax (Benefit) Expense. Income tax benefit for the year ended December 31, 2011 is primarily due to
a $40.7 million reduction in our deferred tax valuation allowance as a result of recording net deferred tax
liabilities related to non-tax deductible definite-lived intangible assets established pursuant to the acquisition of
ContentGuard, and the expiration of the statute of limitations associated with $2.0 million of previously recorded
uncertain tax positions, including interest and penalties. Income tax benefit for the year ended December 31,
2010 is primarily due to expiration of the statute of limitations associated with previously recorded uncertain tax
positions, including interest and penalties. Income tax expense for the year ended December 31, 2009 is
comprised primarily of the accrual of possible interest and penalties related to uncertain tax positions.

Liquidity and Capital Resources

Overview. As of December 31, 2011, we had cash liquidity of $230.4 million, primarily due to the receipt of
$315 million from DISH Network, less utilization of $90.1 million of these funds to purchase ContentGuard in
October 2011 and $6.0 million to purchase Ovidian Group in June 2011. The balance of these funds is currently
expected to be utilized to fund our working capital needs for at least the next twelve months and support further
investments. Our primary expected cash needs for the next twelve months are for the ongoing operating costs
associated with the IP business, MEO satellite system operating costs while we exit the satellite business, costs
associated with the pursuit of new investment and acquisition opportunities, professional fees associated with
various legal and regulatory proceedings, and other general corporate purposes. We also expect to use our cash,
and may incur debt, to acquire or invest in other businesses or assets.

On March 15, 2011, we entered into the Implementation Agreement under which DISH Network agreed to
pay us approximately $325 million for our support of DBSD’s plan of reorganization which provides for the
stock of DBSD to be transferred to DISH Network (“DISH Plan™), certain spectrum priority rights, any
distributions to us from DBSD, and a contingent option to certain MEO Assets, of which (i) $35 million was paid
on March 21, 2011, (ii) approximately $280 million was paid on April 26, 2011, and (iii) $10 million is payable
at the earlier of (a) five days after DBSD’s emergence from its pending Chapter 11 bankruptcy proceeding, or
(b) five days after termination of DISH Network’s amended investment agreement with DBSD. DISH Network’s
payment obligations under the Implementation Agreement are not subject to any further court action or
approvals. We recognized a gain of approximately $301 million in the first quarter of 2011 associated with the
disposition of our cost method investment in DBSD and other assets as a result of these agreements. DBSD
emerged from bankruptcy on March 9, 2012, and we anticipate receiving the final $10 million payment from
DISH Network, together with reimbursement of certain bankruptcy-related costs to which we are entitled, within
five days of emergence.

On October 31, 2011, we purchased 90.1% of the outstanding capital stock of ContentGuard for aggregate
consideration of $90.1 million, all paid in cash.

Cash Flows. The following table is provided to facilitate the discussion of our liquidity and capital resources
for the years ended December 31, 2011 and 2010 (in thousands):

Year ended December 31,

2011 2010 »
Net cash provided by (used in): §
Operating activities ...................c.o..... $(16,020) $(12,173) g
Investing activities ........................... 225,572 (1,092) o
Financing activities .......................... 108 29,173 2
Effect of foreign exchange rate changesoncash ........ 54) (120) » '8
Net increase (decrease) in cash and cash equivalents . ... 209,606 15,788 =
Cash and cash equivalents—beginning of period ....... 20,771 4,983
Cash and cash equivalents—end of period ............ $230,377  $20,771
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Cash and cash equivalents were $230.4 million at December 31, 2011 compared to $20.8 million at
December 31, 2010. This increase is primarily due to approximately $315 million received from DISH Network
under the Implementation Agreement, partially offset by (i) the amounts paid for the acquisitions of Ovidian
Group and ContentGuard, (ii) the incurrence of ongoing operating costs associated with our MEO satellite
system and (iii) other general corporate expenditures incurred in 2011.

For the year ended December 31, 2011, cash used in operating activities consisted primarily of our net
income of $318.6 million adjusted for various non-cash items including: (i) a $300.9 million gain associated with
the disposition of certain assets to DISH Network; (ii) a $40.7 million tax benefit related to a reduction in our
deferred tax valuation allowance; (iii) a $4.7 million reduction of a Gateway obligation; (iv) $1.2 million gain
recognized upon elimination of our payable to an affiliate; (v) stock-based compensation expense of $5.4 million;
(vi) a $4.6 million increase in accrued interest payable, (vit) $2.0 million of amortized intangible expense
resulting from acquisitions of the Ovidian Group and ContentGuard, (viii) $1.5 million of amortized prepaid
compensation expense associated with the Ovidian Group acquisition; (ix) a $0.9 million increase in prepaid
expenses and other current/non-current assets and (x) $0.4 million increase in accounts payable, other accrued
expenses and other operating activities. Amortization of intangibles consists of amortization of identifiable assets
resulting from the acquisitions of Ovidian Group and ContentGuard in June 2011 and October 2011, respectively.

For the year ended December 31, 2010, cash used in operating activities consisted primarily of our net loss
of $2.7 million adjusted for various non-cash items including: (i) a $15.7 million gain resulting from settlement
of our Mexico Gateway obligation; (ii) a $4.7 million increase in accrued interest payable associated with various
Gateway obligations; (iii) a $2.5 million net gain resulting from substantial liquidation of certain subsidiaries;
(iv) stock-based compensation expense of $1.8 million; (v) $1.0 million in net expenses associated with
reimbursements due to DBSD for their respective share of stock awards that ultimately failed to vest; and (vi) a
$0.5 million net increase in accounts payable and other accrued expenses in comparison to prior year.

For the year ended December 31, 2011, cash provided by investing activities consisted primarity of
approximately $315 million from DISH Network pursuant to the Implementation Agreement, partially offset by a
$83.3 million cash outflow for the acquisition of ContentGuard (net of cash acquired) and a $5.9 million cash
outflow for the acquisition of Ovidian Group (net of cash acquired). For the year ended December 31, 2010, cash
used in investing activities consisted primarily of $1.0 million of payments made on behalf of affiliates.

For the year ended December 31, 2011, cash provided by financing activities consisted of $0.2 million in
proceeds from the exercise of stock options, partially offset by $0.1 million in payments of withholding taxes
upon vesting of restricted stock awards. For the year ended December 31, 2010, cash provided by financing
activities consisted primarily of $29.2 million of proceeds from the Rights Offering, net of related costs.

Contractual Obligations. Our primary contractual obligations relate to our MEO satellite system. In the
table below, we set forth our contractual obligations as of December 31, 2011 (in millions):

Years ending December 31,

2017 and
Total 2012 2013-2014 2015-2016 Thereafter
Satellite system operating obligations(1) .................. $15 $15  $— $— $—
Capital lease obligations, including interest(2) ............. 220 220 — — —
Operating lease obligations(3) ........... ... ... ......... 4.0 1.3 1.1 0.7 0.9
Total ... $275 $248 $1.1 $0.7 $0.9

|

(1) We have an agreement with Intelsat to provide satellite operational services to support F2. Under this
agreement, we are obligated to pay Intelsat a recurring, monthly fee associated with support for telemetry,
tracking and control and other satellite support services. In addition to this agreement, we have
commitments for other operational services related to our MEO satellite and certain MEO gateway sites. As
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of December 31, 2011, our satellite system operating commitments were approximately $1.5 million. J&J
Group is obligated to reimburse us for certain operation and maintenance costs incurred from and after
January 14, 2011, however, it currently has not fulfilled its obligation.

(2) Our capital lease obligations represent future minimum payments due under capital lease commitments
arising from agreements associated with certain of our MEO gateway sites. The amount of our contractual
obligations as of December 31, 2011 represents principal and interest payable in accordance with the terms
of the contractual agreements. .

(3) Our operating lease obligations include approximately $0.7 million in 2012 and $0.1 million in 2013 of
obligations related to storing and maintaining our MEO Assets other than F2. In early 2012, we signed an
agreement to sell our remaining MEO Assets other than F2 and, in connection with the signing of the
agreement, the purchaser has assumed all ongoing costs of storing and maintaining the MEO Assets.

We have also entered into other agreements with our satellite gateway operators (“Gateway Operators”)
which provide for varying levels of support required to operate the gateway sites. The majority of the Gateway
Operators have terminated their agreements with us and discontinued providing the requisite level of services.
Certain of the terminated agreements have not been settled and remain outstanding. Subsequent to the date of
termination, we have continued to accrue estimated late payment fees associated with these agreements, if
applicable. Settlement of these liabilities, including timing of future payment, if any, is currently uncertain and
therefore this amount was not included in our table of contractual obligations above. We do not anticipate these
gateway obligations to require significant cash payments during the next twelve months; however, the holders of
these obligations could pursue collection actions against one or more of our consolidated subsidiaries.

As of December 31, 2011, we have recorded a liability related to uncertain tax positions for income taxes,
interest and penalties of $9.9 million. Settlement of this liability, including timing of future payment, if any, is
currently uncertain. As a result, this amount was not included in our table of contractual obligations above.

Inflation

The impact of inflation on our consolidated financial condition and results of operations was not significant
during any of the years presented.

Off-Balance Sheet Arrangements

We do not have any off-balance sheet arrangements.

Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

We have assessed our vulnerability to certain market risks, including interest rate risk associated with our
accounts receivable, accounts payable, capital lease obligations, and cash and cash equivalents and foreign
currency risk associated with our capital lease obligations and cash held in foreign currencies.

As of December 31, 2011, our cash and investment portfolio consisted of both cash and money market

funds, with a fair value of approximately $230.4 million. The primary objective of our investments in money >
market funds is to preserve principal, while optimizing returns and minimizing risk, and our policies require, at g
the time of purchase, that we make these investments in short-term, high rated securities which currently yield g
between zero to 20 basis points. 5
)
Dece;l(l)ll):r 31, -8
Cash ... .. i $ 35,264 =

Money market funds .......... ... ... ... ... ..., 195,113

$230,377
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Our primary foreign currency exposure relates to cash balances in foreign currencies. Due to the small
balances we hold, we have determined that the risk associated with foreign currency fluctuations is not material
to us.

Item 8.  Financial Statements and Supplementary Data.
REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Pendrell Corporation and Subsidiaries
Kirkland, Washington

We have audited the accompanying consolidated balance sheets of Pendrell Corporation and subsidiaries
(the “Company”) as of December 31, 2011 and 2010, and the related consolidated statements of operations,
comprehensive income (loss), changes in stockholders’ equity (deficiency in assets), and cash flows for each of
the three years in the period ended December 31, 2011. These consolidated financial statements are the
responsibility of the Company’s management. Our responsibility is to express an opinion on these consolidated
financial statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial
position of the Company as of December 31, 2011 and 2010, and the results of its operations and its cash flows
for each of the three years in the period ended December 31, 2011, in conformity with accounting principles
generally accepted in the United States of America.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board
(United States), the Company’s internal control over financial reporting as of December 31, 2011, based on the
criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring
Organizations of the Treadway Commission and our report dated March 9, 2012, expressed an unqualified
opinion on the Company’s internal control over financial reporting.

/s/ DELOITTE & TOUCHE LLP

Seattle, Washington
March 9, 2012
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Pendrell Corporation

Consolidated Balance Sheets
(In thousands, except share data)

December 31, December 31,

2011 2010
ASSETS
Current assets:
Cashandcashequivalents . ....... ... .. . ittt iiiiinnnnns $ 230377 $ 20,771
Receivable from DISH Network associated with disposition of assets ................ 10,000 —
Prepaid expenses and other current assets — net of reserve of 2,750 and 0, respectively ... 2,443 701
Deferred tax aSSet .. ...ttt et e e e 49,570 —
Total CUITENE @SSELS . .. v\t ettt ittt ie ittt et et et n e s aiaenaneanns 292,390 21,472
Property in service ~ net of accumulated depreciation of $962 and $511, respectively ........ 288 286
(0 4 T o 10 G PP 131 169
Investment in DBSD . ... .. e e e — 23,650
Patents — net of accumulated amortization of $1,648 . ...... ... ... ... ... i, 107,116 —
Intangible assets — net of accumulated amortizationof $338 ... ... ... ... ... ... ... .. 13,029 —
GoodWill ..o e e e e e 22,093 —
7 ) PPN $ 435047 $ 45577
LIABILITIES, STOCKHOLDERS’ EQUITY (DEFICIENCY IN ASSETS) AND
NONCONTROLLING INTEREST
Current liabilities:
Accounts payable . ... ... ... $ 282§ 403
ACCTUE BXPEINISES . . vttt it ettt it e ittt et et e e e e 17,489 14,836
Payable to affiliates . . ... .. ... . i e — 1,292
ACCIUEd INTETEST . - . oo oottt e e e 28,092 23,759
Capital lease 0bligations ... ..........oiiiiieetii i 14,896 14,948
Total current liabilities ... ...t i i e 60,759 55,238
INCOMIE 1A . ..ottt e e e e e 9,870 12,973
L1157 PP 479 —
Deferred tax liability ... ... .. i i i i e e 51,161 —
Total liabilities . .........c.oi ot e 122,269 68,211
Commitments and contingencies (Note 7)
Stockholders’ equity (deficiency in assets) and noncontrolling interest:
Preferred stock, $.01 par value, 75,000,000 shares authorized, no shares issued or
OULSEANAING . . . oottt e e e e e — —
Class A common stock, $.01 par value, 900,000,000 shares authorized, 264,992,881 and
258,294,712 shares issued, and 206,696,021 and 200,069,966 shares outstanding . . ... 2,650 2,583
Class B convertible common stock, $.01 par value, 150,000,000 shares authorized,
84,663,382 shares issued and 53,660,000 shares outstanding ..................... 847 847
Additional paid-in capital . .......... ... e 2,794,970 2,787,533
Treasury stock, 58,296,860 and 58,224,746 shares of Class A common stock and -3
31,003,382 shares of Class B convertible commonstock ......................... (877,833) (877,725) o
Accumulated other comprehensive loss . ...... ... .. .. .. L il (11,660) (13,071) E
Accumulated deficit . ....... ... .. (1,603,941)  (1,922,801) )
Total Pendrell stockholders’ equity (deficiency inassets) ...................... 305,033 (22,634) ;;3
Noncontrolling interest . . ...... ...ttt et e et 7,745 — g
Total stockholders’ equity (deficiency in assets) and noncontrolling interest . . .. ... 312,778 (22,634) .
Total . e e e e $ 435047 $ 45577

The accompanying notes are an integral part of these consolidated financial statements.
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Pendrell Corporation

Consolidated Statements of Operations
(In thousands, except share and per share data)

Year ended December 31,

2011 2010 2009
Revenue ........ .. i $ 2,637 $ — 3 —
Operating expenses:
General and administrative ................c.ccvui. ... 27,384 16,186 38,803
Research and development .......................... — — 1,644
Contractsettlements ..................ccciinenennn.. (4,735) (15,666) —
Amortization of intangibles . ......................... 1,986 — _
Total operating eXpenses . ...........c...ouveun... 24,635 520 40,447
Operating 10SS .. ..ottt e e (21,998) (520) (40,447)
Interest inCOME . ...ttt i e 159 18 543
Interest €Xpense . .........viii it e e (4,609) 4,334) (36,795)
Gain associated with disposition of assets .................. 300,886 — —
Gain on deconsolidation of DBSD ........................ — — 280,971
Gain on liquidation of subsidiaries ........................ — 2,459 —
Other income (EXPense) . .........c.vvvrvvrinennenennan. 1,223 (1,094) (7,286)
Income (loss) before income taxes ........................ 275,661 (3,471) 196,986
Income tax benefit (expense) .................... ... ..... 42925 787 (1,508)
Netincome (I0SS) . ..o vttt e 318,586 (2,684) 195,478
Net income (loss) attributable to noncontrolling interest ... .... (274) — —
Net income (loss) attributable to Pendreil . .................. $ 318,860 $ (2,684) $ 195,478
Basic income (loss) per share attributable to Pendrell ......... $ 126 $ ©0.01) $ 0.94
Diluted income (loss) per share attributable to Pendrell . ... .... $ 123 § 0.01) $ 0.94
Weighted average shares outstanding used to compute basic
income (loss) pershare .............. ... .. .. ... ... ... 253,760,959 243,480,021 207,908,805
Weighted average shares outstanding used to compute diluted
income (loss)pershare ..................ccviueuniin.. 259,067,098 243,480,021 208,169,858

The accompanying notes are an integral part of these consolidated financial statements.
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Pendrell Corporation

Consolidated Statements of Comprehensive Income (Loss)

(In thousands)
Year ended December 31,
2011 2010 2009
Net income (I0SS) ..o vvt ittt $318,586 $(2,684) $195,478
Other comprehensive income (loss):

Cumulative translation adjustments . .............................. 1,411  (5,848) (13,918)
Comprehensive income (I0SS) .. .o oot vt ittt e $319,997 $(8,532) $181,560
Comprehensive income (loss) attributable to noncontrolling interest .. ....... (274) — —
Comprehensive income (loss) attributable to Pendrell ... .................. $319,723 $(8,532) $181,560

The accompanying notes are an integral part of these consolidated financial statements.
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Pendrell Corporation

Consolidated Statements of Cash Flows
(In thousands, except share data)

Year ended December 31,

2011 2010 2009
Operating activities:
Net income (loss) including noncontrolling interest .. ........................ $ 318,586 $ (2,684) $ 195,478
Adjustments to reconcile net income (loss) to net cash used in operating
ACHVILIES: ..ottt i ettt e
Stock-based compensation ............. .. .. i 5,369 1,794 5,072
Amortization of prepaid compensation from Ovidian Group acquisition . . . . .. 1.507 — —
Amortization of intangibles . . . ..... .. .. . i 1,986 — —
Depreciation . ...........ooiiimmi i 146 110 268
Non-cash Interest EXpense . . ... ...ov ittt it it — — 7,374
Unrealized foreign exchange (gains) losses ............................ (33) 89 3,060
Gain associated with contractsettlements . .. ............. ... .. . . (4,735) (15,666) —
Gain associated with disposition of assets .................. .. ... .. ... (300,886) — —
Gain on deconsolidationof DBSD .......... .. ... ... . o oo, — — (280,971)
Net gain on liquidation of subsidiaries ................ ... ... ... .. ... — (2,459) —
Realized losses on sale of investment securities . ............ ... ... .. — — 5,145
Unrealized (gains) losses on investment securities . ...................... — — (1,608)
Fair value adjustment for ARSPutOption ............................. — — 690
Deferred tax provision . ...ttt (40,666) — —
OtBeT ..ttt e e (1,474) 1,052 651
Other changes in certain assets and liabilities, net of acquisitions: ..........
Prepaid expenses and other current/non-current assets . ............... (873) 389 4,555
Accounts payable ....... ... ... (281) (769) 2,779
Accrued interest payable ........... ... .. . i 4,630 4,694 29,741
Other accrued eXPenSes . . .. ..o ittt 704 1,277 1,306
Net cash used in operating activities . ............. oo (16,020) (12,173) (26,460)
Investing activities:
Purchases of satellite system under construction ................. ... .. ...... — — (4,059)
Purchases of property inservice ............ .. .o (109) (67) (14)
Investments in unconsolidated subsidiaries ............. ... .o, — — (3,848)
Payments from/(to) affiliates . . ............ ... 246 (1,025) (289)
Proceeds associated with dispositionof assets ........... ... ... ... ... .. 314,536 — —
Acquisition of Ovidian Group, net of cash acquired of $150 ................... (5,850) — —
Acquisition of controlling interest in ContentGuard Holdings, net of cash acquired
Of $6,849 ..o (83,251) — —
Maturities and sales of investment securities ............... . — — 12,505
Net cash provided by (used in) investing activities . .. .......... ... ..., 225,572 (1,092) 4,295
Financing activities:
Proceeds from exercise of stock options ... ......... ... o i 227 — —
Proceeds from Rights Offering ......... ... .. o i — 30,009 —
Rights Offering iSsuance costs .............c.coiiiieiiiiiiinnriinnnnnns — (770) —
Payment of withholding taxes from stock awards ........................... (119) (66) (101)
% | Net cash provided by (used in) financing activities ............ ... ... ... ....... 108 29,173 (101)
8— Effect of foreign exchange rate changesoncash .................. ... ... ... .. (54) (120) (2,012)
@ Net increase (decrease) in cash and cash equivalents . ............................ 209,606 15,788 (24,278)
© Cash and cash equivalents—beginning of period . .............. . ... ... 20,771 4,983 29,261
g Cash and cash equivalents—end of period ............ ... . ... $230,377 $20,771 $ 4,983
o
<(
(continued)

The accompanying notes are an integral part of these consolidated financial statements.
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Pendrell Corporation

Consolidated Statements of Cash Flows (Continued)
(In thousands, except share data)

Year ended December 31,
2011 2010 2009
Supplemental disclosures:
Income taxes paid . .......... ... i $ 298 2 % 1
Interestpaid . .. ... .. — — 339
Capitalized interest .............. ot — — 1,054
Supplemental disclosure of non-cash activities:
Issuance of Class A common shares for advisory services ................ 250 500 500
Issuance of Class A common shares for stock-based compensation ......... 1,646 159 219
Issuance of Class A common shares for Ovidian Group acquisition ......... 8,430 — _
Payment in form of ARS as compensation for advisory services . ........... — — 500
Decrease in accrued satellite system construction payable, net of liquidated
damageS . . . oot — — (8,973)
Interest payment on convertible debt in the form of additional notes ........ — — 29,964
Investment in DBSD upon deconsolidation ............................ — — 23,650
Increase (decrease) in payables to affiliates ............................ (1,538) 1,025 1,582
(concluded)

The accompanying notes are an integral part of these consolidated financial statements.
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Pendrell Corporation

Consolidated Statements of Changes in Stockholders’ Equity (Deficiency in Assets)
(In thousands, except share data)

’
Common stock Additional Ather Stocel:;]ﬁ:‘;ers
Class A Class B paid-in Treasury comprehensive Accumulated (deficiency in Noncontrolling
shares shares Amount capital stock  income (loss) deficit assets) interest Total

Balance, January 1,2009 ................ ...l 154,006,103 53,660,000 $2,967 $2,790,967 $(877,545) $ 6,695 $(2,115,595)  $(192,511) $ — $(192,511)
Issuance of Class A common stock for advisory services .. 1,008,816 —_ 10 490 — — — 500 — 500
Class A shares withheld at vesting to cover income tax

withholding obligations ............... ... ... ... (123,847) — — — (103) — — (103) — (103)
Stock-based compensation and issuance of restricted stock,

net of forfeitures .. ... v (14,759) — — 5,072 — — — 5,072 — 5,072
Deconsolidationof DBSD ............ ... ... ...... — — — (40,123) — (12,640) — (52,763) — (52,763)
Other comprehensive loss . ....................o.L. — — — —_ — (1,278) — (1,278) — (1,278)
NEtINCOME . ..ottt e — — — — — — 195,478 195,478 — 195,478
Balance, December 31,2009 ........................ 154,876,313 53,660,000 $2,977 $2,756,406 $(877,648) § (7,223) $(1,920,117)  $ (45,605) $ — $ (45,605)
Issuance of Class A common stock for advisory services . . 362,947 — 4 496 — — — 500 — 500
Issuance of Class A common stock for Rights Offering, net

Of ISSUANCE COSES . . oo vttt 42,870,000 — 429 28,810 — — — 29,239 — 29,239
Issuance of Class A common stock from exercise of stock

* OPLOMS .« . ettt et eee i ae e 29,379 — — 47 25 — — 22 — 22

Class A shares withheld at vesting to cover income tax

withholding obligations .......................... (33,200) — — — (52) — — (52) — 52)
Stock-based compensation and issuance of restricted stock,

. netof forfeitures .. ...ttt 1,964,527 — 20 1,774 — — — 1,794 — 1,794
Other comprehensive loss . ... ......... ... — — — — — (5,848) — (5,848) — (5,848)
NELIOSS « oottt e et et — — — — — — (2,684) (2,684) — (2,684)
Balance, December 31,2010 ........................ 200,069,966 53,660,000 $3,430 $2,787,533 $(877,725)  $(13,071) $(1,922,801)  $ (22,634) $ — $ (22,634)
Issuance of Class A common stock for advisory services . . 105,595 — 1 249 — — — 250 — 250
Issuance of Class A common stock for Ovidian Group

ACQUISTEION . . .o oot 3,000,000 — 30 1,580 — — — 1,610 — 1,610
Issuance of Class A common stock from exercise of stock

OPHONS .. vt e vttt ettt 210,000 — 2 225 — — — 227 — 227
Class A shares withheld at vesting to cover income tax

withholding obligations .......................... (72,114) — — — (108) — — (108) — (108)
Stock-based compensation and issuance of restricted stock,

net of forfeitures ... ...oovt et 3,382,574 — 34 5,383 — — —_ 5417 — 5,417
Noncontrolling interest in ContentGuard ... ............ - — — — — — — — 8,019 8,019
Other comprehensive income ........................ — — — — — 1,411 — 1,411 — 1,411
Netincome (10SS) ..o vvii it it e — — — — — — 318,860 318,860 (274) 318,586
Balance, December 31,2011 ......... ... ... ... ..... 206,696,021 53,660,000 $3,497 $2,794,970 $(877,833)  $(11,660) $(1,603,941)  $ 305,033 $7,745 $ 312,778

The accompanying notes are an integral part of these consolidated financial statements.



Pendrell Corporation

Notes to Consolidated Financial Statements

1. Organization and Business

Overview— These consolidated financial statements include the accounts of Pendrell Corporation
(“Pendrell”) and its consolidated subsidiaries (collectively referred to as the “Company”). Effective July 21,
2011, the Company changed its name from ICO Global Communications (Holdings) Limited to Pendrell
Corporation, and adopted “PCO” as its new ticker symbol. The Company’s Class A Common Stock will continue
to trade on the NASDAQ stock exchange.

During 2011, Pendrell completed its transformation from a next-generation mobile satellite service
enterprise into a fully-integrated intellectual property (“IP”) investment and advisory firm that develops and
implements IP management and licensing strategies for its partners and clients as well as for its own account.

The Company advanced its IP business with the acquisition of Ovidian Group, LLC (“Ovidian Group”) on
June 17, 2011 (see Note 2). Ovidian Group is a global IP business advisory firm that assists Fortune 500 clients
in managing risk and investing strategically in intellectual property. As a result of the Ovidian Group acquisition,
the Company became a revenue-generating business. As such, effective with the second quarter of 2011, the
Company is no longer in the development stage.

On October 31, 2011, the Company advanced its IP business by purchasing 90.1% of the outstanding capital
stock of ContentGuard Holdings, Inc. (“ContentGuard’). ContentGuard holds a portfolio of more than 260 issued
patents and 160 pending patent applications relating to digital rights management (“DRM”) inventions (see Note 2).

Pendrell continues to explore additional opportunities to leverage its transactional expertise, financial
resources, industry relationships and tax assets to increase shareholder value in ways which may or may not be
related to the IP business or its historical operations.

While the Company focuses on integrating and growing its IP business, it continues to pursue the divestiture
of its satellite-related assets. On March 15, 2011, the Company and DISH Network Corporation (“DISH
Network”) signed a comprehensive implementation agreement (“Implementation Agreement”), pursuant to
which the Company transferred substantially all of its interest in DBSD North America, Inc. and its subsidiaries
(collectively referred to as “DBSD”) to DISH Network for approximately $325 million (see Note 13).

The Company is also in the process of divesting its medium earth orbit (“MEQO”) satellite (“F2”), ten additional
MEQO satellites in various stages of completion, related ground station equipment, and the right to use certain radio
frequencies (collectively, “MEO Assets”). On April 6, 2011, the Company entered into a purchase and sale
agreement (the “J&J Agreement”), pursuant to which the Company agreed to sell certain MEO Assets to Jay &
Jayendra (Pty) Ltd, a South African corporation or its designated affiliate (collectively, the “J&J Group”). The sale
was not consummated, and on November 1, 2011, the J&J Agreement expired in accordance with its terms (see
Note 12). Notwithstanding the expiration, J&J Group is obligated to reimburse the Company for certain operation
and maintenance costs incurred from January 14, 2011 through October 31, 2011. The J&J Group has not fulfilled
its obligation to reimburse the Company for such costs and instead has alleged that the Company breached the J&J
Agreement. Conversely, the Company has alleged that J&J Group breached the J&J Agreement, and the Company
is pursuing its claims against J&J Group in an arbitration proceeding in London (see Note 7).

In early February 2012, the Company signed an agreement pursuant to which the Company agreed to sell all
of its remaining MEO Assets other than F2. While we continue our efforts to sell F2, the Company implemented
measures to decommission F2 with the expectation that the decommissioning or sale will be complete by the end
of June (see Note 15). The sale of the MEO Assets and the sale or decommissioning of F2 will trigger in excess
of $2 billion in tax losses which we believe can be carried forward to offset taxable income in certain
circumstances for up to 20 years.
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DBSD Chapter 11 Filing—On May 15, 2009, DBSD filed for bankruptcy protection under Chapter 11 of
Title 11 of the United States Bankruptcy Code (“Chapter 11 Case”) in the United States Bankruptcy Court for the
Southern District of New York (“Bankruptcy Court”). Due to the Chapter 11 Case, the Company does not have
control or significant influence over the operating decisions of DBSD, and is not expected to regain control or
significant influence over DBSD. Therefore, the Company deconsolidated DBSD from its financial operating
results effective May 15, 2009, and accounted for its investment in DBSD as a cost method investment until
disposition of its interest in DBSD to DISH Network in March 2011. As a result of this disposition, the Company
no longer carries a cost method investment in DBSD on its consolidated balance sheet. See Notes 3 and 4 for a
discussion of the deconsolidation and the Company’s accounting for its cost method investment in DBSD at
December 31, 2010.

2. Acquisitions

Ovidian Group—On June 17, 2011, the Company acquired all of the membership interests of Ovidian
Group by (i) paying cash consideration of $6.0 million, (ii) issuing 3,000,000 shares of its Class A common stock
that were valued based on the closing stock price on June 17, 2011 of $2.81 per share, and (iii) agreeing to a tax
indemnification in an amount up to $0.5 million. Of the consideration paid by the Company, $2.5 million of the
cash consideration and 360,000 shares of Class A common stock were distributed directly to the selling members
of Ovidian Group. The remaining $3.5 million of cash and 2,640,000 shares were placed into escrow to be
distributed over twelve (12) consecutive quarters, subject to certain post-closing adjustments. A portion of the
cash and shares placed in escrow is subject to continued employment and will be recognized as compensation
expense in post combination financial statements. The future compensation payments will be earned by present
key employees from the date of acquisition through July 1, 2014. The anticipated compensation is being
expensed at a rate of $0.8 million per quarter beginning with the quarter ended September 30, 2011, subject to
certain forfeiture provisions.

The Company also granted the selling members stock options and stock appreciation rights in connection
with their employment effective June 17, 2011 (see Note 8).

Acquisition-related costs, including advisory, legal, accounting, valuation and other costs associated with
the acquisition of the Ovidian Group were approximately $0.2 million.

A summary of the total purchase price assigned to the acquisition of Ovidian Group is as follows (in
thousands):

Cash. ... e $ 6,000
StOCK o 8,430
Amounts held in escrow related to future employment . ..... (9,042)
Tax indemnification (present valued) .................... 480
Purchaseprice ........... ... ... . i i 5,868
Less identifiable assets acquired .. ...................... 4,719)

Excess of purchase price over net assets acquired, allocated to
goodwill ... ... ... .. $ 1,149

The recognized amount of identifiable assets acquired is as follows (in thousands):

Tangible assets acquired .. ................ ..o, $ 177
Liabilitiesassumed . ............. ... ..., (189)
Intangibleassets ......... ... ... i i, 4,731
Fair value of net assets acquired ........................ $4,719
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The estimated fair value (in thousands) of the intangible assets acquired and their respective weighted
average lives (in years) are as follows:

Weighted
average
Estimated fair value life
Customer relationships ............. $2,195 6
Tradesecrets .. ................... 1,940 12
Tradename ...................... 596 indefinite

Total . ...ov $4,731

These fair values were based on estimates as of the closing date of the acquisition. The Company used the
income approach to value the trade name and customer relationships. These fair value measurements were based
on significant inputs not observable in the market and thus represent Level 3 measurements under ASC 820, Fair
Value Measurements and Disclosures (“ASC 820”). Under the income approach, fair value is estimated based
upon the present value of cash flows that the applicable asset is expected to generate. The valuations of the trade
secrets were based on the cost to recreate method. These fair value measurements were also based on significant
inputs not observable in the market and thus represent Level 3 measurement. The values of certain assets
acquired are based on valuations that are subject to adjustment as additional information on management’s
estimates and assumptions are obtained and the valuations are finalized.

As noted above, the Company also recognized $1.1 million in goodwill from the acquisition. The goodwill
primarily consists of the benefit of acquiring expertise in the IP business as well as the benefit from gaining
access to a sizable professional community that can potentially increase the Company’s effectiveness in
attracting IP clients. The goodwill recognized is expected to be deductible for income tax purposes.

ContentGuard—On October 31, 2011, the Company purchased 90.1% of the outstanding capital stock of
ContentGuard for aggregate consideration of $90.1 million, all paid in cash. ContentGuard has been an inventor
and developer of DRM and content distribution technologies that facilitate the creation of products and security
solutions that guard against unauthorized duplication and use of digital content. ContentGuard’s intellectual
property portfolio contains more than 260 issued patents and over 160 pending patent applications worldwide.
Acquisition-related costs, including advisory, legal, accounting, valuation and other costs associated with the
acquisition of ContentGuard were approximately $0.6 million.

The following table summarizes the allocation of the $90.1 million of cash paid for ContentGuard based on
estimated fair values of the assets acquired and the liabilities assumed at October 31, 2011 (in thousands):

Tangible assets acquired and liabilities assumed:

Cash ... $ 6,849

Other current and noncurrentassets ................ 213

Propertyinservice ........... ... .. ... ... 38

Accounts payable, accrued expenses and other current

liabilities . . ... ...t (4,585) >

Other noncurrent labilities ...................... (482) g
Net tangible assets acquired . ......................... 2,033 o
Identifiable intangible assets ......................... 117,399 o3
GoOdWIll . ..ot 20,944 2
Deferred tax liability,net . ........................... (42,257) g'
Fair value of assets acquired ......................... 98,119
Fair value of noncontrolling interest ................... (8,019)
Total purchase price ...................ccvviunn.... $ 90,100
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The estimated fair value (in thousands) of the intangible assets acquired and their respective weighted
average lives (in years) are as follows:

Weighted
average
Estimated fair value life
PatentS ........coviinienneinnenn $108,764 11
Customer relationships . ............ 4,420 10
Tradename .. ........ccovvvvinnnnn 4,215 indefinite

Total .« ot e e $117,399

These fair values were based on estimates as of the closing date of the acquisition. The Company used the
income approach to value all of the intangible assets. These fair value measurements were based on significant
inputs not observable in the market and thus represent Level 3 measurements under ASC 820. Under the income
approach, fair value is estimated based upon the present value of cash flows that the applicable asset is expected
to generate. The values of certain assets acquired are based on valuations that are subject to adjustment as
additional information on management’s estimates and assumptions are obtained and the valuations are finalized.
Future adjustments may modify the purchase accounting during the measurement period which is not to exceed
one year from the acquisition date.

For tax purposes, since the acquisition of ContentGuard occurred as a result of a stock purchase, the assets
and liabilities of ContentGuard retain their historical basis and are not adjusted for purchase accounting. As a
result, the intangible assets and related goodwill have no tax basis and, therefore, no corresponding deduction in
future tax returns. Pursuant to Financial Accounting Standards Board Accounting Standards Codification 740,
Accounting for Income Taxes, (“ASC 740”), the Company established a deferred tax liability associated with
these non-tax deductible assets, excluding goodwill.

The acquisition of ContentGuard represents an opportunity to partner with Time Warner, a leader in the
production of media and entertainment content, to gain control of ContentGuard’s intellectual property portfolio.
Inventions represented by ContentGuard’s foundational patents guard against unauthorized duplication and use
of digital content that is transferred from a source to one or more devices, such as mobile phones, tablets, set top
boxes, e-readers, game consoles, DVD players, personal computers and televisions. ContentGuard’s current
licensees include Casio Hitachi Mobile Communications, LG Electronics, Microsoft Corporation, Nokia,
Panasonic, Sharp, Sony, Toshiba, Technicolor, S.A., Time Warner, Inc. and Xerox Corporation. These factors
contributed to a purchase price resulting in the recognition of goodwill. The goodwill recognized is not
deductible for income tax purposes.

With the acquisition of ContentGuard, the Company expects to generate revenue related to IP licensing
agreements. The Company’s revenue recognition policy for licensing agreements is to recognize revenue when
(i) persuasive evidence of an arrangement exists, (ii) all material obligations have been substantially performed
pursuant to the terms of the arrangement, (iil) amounts are fixed or determinable, and (iv) collectability is
reasonably assured. ContentGuard has historically received payment of license revenues at the time of execution
of a license agreement and, as there are no material post-signing obligations with respect to most of these license
agreements, revenue related to these agreements under the Company’s revenue recognition policy will generally
be recorded when the license agreements are executed.
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Selected Financial Information—The Company’s consolidated financial statements for fiscal 2011 include
the results of Ovidian Group and ContentGuard from their respective dates of acquisition through December 31,
2011 as follows (in thousands):

Ovidian Group ContentGuard

Revenue ........... . ... ... $ 2,637 $ —
General and administrative expenses ........... 3,525 774
Amortization of intangibles .................. 264 1,722
Netloss . ..o e (1,152) (2,496)

Unaudited Pro Forma Combined Financial Information—For comparability purposes, the following table
presents the Company’s unaudited pro forma revenue and earnings for the years ended December 31, 2011 and
2010 had the Ovidian Group and ContentGuard acquisitions occurred on January 1, 2010 (in thousands, except
per share amounts):

Year ended
December 31,
2011(1) 2010
ReVENUE .. ..o e $ 4,656 $28,170
NetinCome . .......iniin e 268,821 1,654
Net income attributable toPendrell . .................. 269,872 1,144
Basic income per share attributable to Pendrell ......... 1.06 n/a(2)
Diluted income per share attributable to Pendrell . .. ... .. 1.04 n/a(2)

(1) The Company’s historical results for the year ended December 31, 2011 include a $40.7 million income tax
benefit, primarily related to the release of a portion of the Company’s deferred tax valuation allowance as a
result of the establishment of deferred tax liabilities in connection with the ContentGuard acquisition (see
Note 9). As this income tax benefit is non-recurring in nature and is directly related to the acquisition of
ContentGuard, the Company has excluded it from its presentation of pro forma net income.

(2) Amount calculated is less than one cent.

3. Summary of Significant Accounting Policies

Principles of Consolidation and Basis of Presentation—The consolidated financial statements of the
Company include its results of operations for the years ended December 31, 2011, 2010 and 2009, and include all
of the assets, liabilities and results of operations of the Company and its subsidiaries, excluding the assets,
liabilities and results of operations of DBSD subsequent to the deconsolidation of DBSD effective May 15, 2009
(see Note 4). All intercompany transactions and balances have been eliminated in consolidation. All information
in these financial statements is in U.S. dollars. These financial statements have been prepared in accordance with
accounting principles generally accepted in the United States.

Segment Information—The Company operates in and reports on one segment (IP management) based upon
the provisions of ASC 280, Segment Reporting.

Use of Estimates—The preparation of financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. As of December 31, 2011, significant estimates were used when accounting for goodwill and
intangible assets associated with the acquisition of the Ovidian Group and ContentGuard, income taxes,
contingencies, stock-based compensation awards and foreign currency transactions. As of December 31, 2010,
significant estimates were used when accounting for the Company’s investment in DBSD, income taxes,
contingencies, stock-based compensation awards and foreign currency transactions. Actual results could differ
from those estimates. Estimates are evaluated on an ongoing basis.
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Cash and Cash Equivalents—Cash and cash equivalents are defined as short-term, highly liquid
investments with original maturities from the date of purchase of 90 days or less. Cash and cash equivalents are
comprised of the following (in thousands):

December 31,
2011 2010
Cash ..o e e $ 35264 $15,928
Money marketfunds ............. ... .. ... .. ol 195,113 4,843

$230,377  $20,771

As of December 31, 2011, cash and cash equivalents included in cash and money market funds above reflect
the receipt of approximately $315 million from DISH Network pursuant to the terms of the Implementation
Agreement, less cash utilized by the Company for its purchases of the Ovidian Group and ContentGuard in June
2011 and October 2011, respectively (see Note 2).

The fair value of money market funds at December 31, 2011 and 2010 was classified as Level 1 under ASC
820 as amounts were based on quoted prices available in active markets for identical investments as of the
reporting date.

Receivable from DISH Network Associated with Disposition of Assets—On March 15, 2011, the Company
entered into an Implementation Agreement with DISH Network, under which DISH Network agreed to pay the
Company approximately $325 million for its support of the DISH Plan, certain spectrum priority rights, the
delivery of any distributions to the Company from DBSD, and the DISH Option (see Note 13). On March 21,
2011 and April 26, 2011, the Company received payments from DISH Network of approximately $35 million
and $280 million, respectively, pursuant to the Implementation Agreement. As of December 31, 2011, the
Company has recorded a receivable from DISH Network of $10 million associated with the remaining amount
due under the Implementation Agreement. The final payment of $10 million from DISH Network is due at the
earlier of (i) five days after DBSD’s emergence from its pending Chapter 11 bankruptcy proceeding, or (ii) five
days after termination of DISH Network’s amended investment agreement with DBSD. DBSD emerged from
Chapter 11 bankruptcy proceedings on March 9, 2012 and the Company anticipates receiving the remaining $10
million from DISH Network within five days of emergence.

Prepaid Expenses and Other Current Assets—As of December 31, 2011, prepaid expenses and other
current assets consist primarily of prepaid compensation resulting from the acquisition of Ovidian Group (see
Note 2), a receivable due from J&J Group for reimbursement of ongoing operating expenses related to the
Company’s MEO Assets and a corresponding full reserve against the receivable as a result of the J&J Group’s
failure to fulfill its obligation to reimburse the Company (see Notes 7 and 12), prepayments related to rent and
security deposits associated with certain of the Company’s leased facilities, prepaid satellite operating costs and
prepaid director and officer’s insurance. As of December 31, 2010, prepaid expenses and other current assets
consist primarily of prepayments related to rent and security deposits associated with certain of the Company’s
leased facilities, prepaid satellite operating costs and prepaid director and officer’s insurance.

Property in Service—Property in service consists primarily of computer equipment, software, furniture and
fixtures and leasehold improvements. Property in service is recorded at cost, net of accumulated depreciation,
and is depreciated using the straight-line method. Computer equipment and furniture and fixtures are depreciated
over their estimated useful lives ranging from three to five years. Software is depreciated over the shorter of its
contractual license period or three years. Leasehold improvements are amortized over the shorter of their
estimated useful lives or the term of the respective lease. Significant additions and improvements to property in
service are capitalized. Repair and maintenance costs are expensed as incurred.

Other Assets—As of December 31, 2011 and 2010, other assets consist primarily of long-term security
deposits associated with the Company’s leased facilities.

36



Investment in DBSD—Under ASC 810, Consolidation (“ASC 810”), consolidation of a majority-owned
subsidiary is precluded when control, either directly or indirectly, does not rest with the majority voting interest
of an entity. Bankruptcy represents a condition which can preclude consolidation or equity method accounting as
control rests with a bankruptcy court, rather than the majority owner. As described in Note 1, DBSD filed for
bankruptcy protection on May 15, 2009. Accordingly, the Company deconsolidated DBSD as of that date, and
excludes the results of DBSD’s operations from the Company’s operations beginning May 15, 2009. As the
Company was not expected to maintain its majority ownership interest in DBSD under any plan of
reorganization, nor was the Company expected to regain significant influence or control of DBSD under any plan
of reorganization, the Company was accounting for its remaining investment in DBSD as a cost method
investment, and determined the fair value of its investment in DBSD based on the guidance in ASC 820.

On March 21, 2011, the Company sold substantially all of its interest in DBSD, as well as a contingent
interest in the Company’s MEO Assets, to DISH Network in exchange for approximately $325 million.
Accordingly, the Company no longer carries a cost method investment in DBSD on its consolidated balance
sheet (see Note 4).

Business Combinations—The Company accounts for business combinations using the acquisition method
and, accordingly, the identifiable assets acquired and liabilities assumed are recorded at their acquisition date fair
values. This valuation requires management to make significant estimates and assumptions, especially with
respect to long-lived and intangible assets. Critical estimates in valuing intangible assets include but are not
limited to estimates about: future expected cash flows from customers, proprietary technology, the acquired
company’s brand awareness and market position and discount rates. The estimates are based upon assumptions
the Company believes to be reasonable, but which are inherently uncertain and unpredictable. Goodwill is
calculated as the excess of the purchase price over the fair value of net assets, including the amount assigned to
identifiable intangible assets. Acquisition-related costs, including advisory, legal, accounting, valuation and other
costs, are expensed in the periods in which the costs are incurred. The results of operations of acquired
businesses are included in the consolidated financial statements from the acquisition date (see Note 2).

Goodwill, Patents and Intangible Assets—The Company evaluates goodwill and indefinite-lived intangible
assets at least annually in the fourth quarter to determine whether there has been an impairment of the value of
these assets and evaluates impairment whenever events or changes in circumstances indicate that the carrying
amount of the Company’s assets might not be recoverable. The Company amortizes patents and definite-lived
intangible assets over their expected useful lives, and when events or circumstances indicate that the carrying
amount of a long-lived asset or asset group may not be recoverable, the Company performs a test to determine
whether the carrying amount of the asset or asset group tested is not recoverable and its carrying amount exceeds
its fair value. Any impairment losses relating to goodwill or other intangible assets are recognized in the
consolidated statement of operations (see Note 5).

Fair Value of Financial Instruments—As of December 31, 2011, the Company’s financial instruments
include its cash and cash equivalents, receivable from DISH Network associated with disposition of assets,
accounts payable and certain other assets and liabilities. As of December 31, 2010, the Company’s financial
instruments include its cash and cash equivalents, investment in DBSD, accounts payable and certain other assets
and liabilities. The Company determines the fair value of its financial instruments based on the hierarchy
established by ASC 820. Refer to Note 4 for a discussion regarding the fair value of the Company’s investment
in DBSD as of December 31, 2010. The carrying amounts of the Company’s other financial instruments are
reasonable estimates of their fair values because they are equivalent to cash or due to their short-term nature.

Accumulated Other Comprehensive Loss—As of December 31, 2011 and 2010, the Company’s
accumulated other comprehensive loss consisted of cumulative translation adjustments of $11.7 million and
$13.1 million, respectively.

yoday jenuuy

Revenue Recognition—During 2011, revenue is entirely comprised of fees paid for consulting services
provided by Ovidian Group. Revenue is recognized and billed when the Company’s professionals deliver
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consulting services. In general, the Company recognizes revenue related to its consulting services when
(i) persuasive evidence of an arrangement exists, (ii) delivery has occurred or services have been rendered to the
customer, (iii) the fee is fixed or determinable, and (iv) collectability is reasonably assured.

Contract Settlements—With respect to disputed contracts related to the ground infrastructure for the
Company’s MEO satellite system, the Company continues to record expenses according to its contractual
obligation until such contract is terminated. Upon termination, and prior to settlement, the Company continues to
accrue estimated late payment fees and interest expense, as applicable. Upon reaching settlement, whereby the
other party’s claims are legally released, the Company extinguishes its recorded liability, resuiting in the
recognition of a gain or loss on contract settlement.

Stock-Based Compensation—The Company records stock-based compensation in accordance with ASC
718, Compensation—Stock Compensation (“ASC 718”). ASC 718 requires measurement of all share-based
payment awards based on the estimated fair value on the date of grant and the recognition of compensation cost
over the requisite service period for awards expected to vest.

The Company records stock-based compensation on stock options, stock appreciation rights and restricted
stock awards issued to employees, directors and consultants. The fair value of stock options and stock
appreciation rights is estimated on the date of grant using the Black-Scholes option pricing model (‘“Black-
Scholes Model”) based on the single option award approach. The fair value of restricted stock awards is
determined based on the number of shares granted and either the quoted market price of the Company’s Class A
common stock on the date of grant for time-based and performance-based awards, or the fair value on the date of
grant using the Monte Carlo Simulation model (“Monte Carlo Simulation”) for market-based awards. The fair
value of stock options and restricted stock awards with service conditions are amortized to expense on a straight-
line basis over the requisite service periods of the awards, which is generally the vesting period. The fair value of
stock appreciation rights and restricted stock awards with performance conditions deemed probable of being
achieved and cliff vesting is amortized to expense over the requisite service period using the straight-line method
of expense recognition. The fair value of restricted stock awards with performance and market conditions, and
graded vesting are amortized to expense over the requisite service period using the straight-line method of
expense recognition. The fair value of share-based payment awards as determined by the Black-Scholes Model
and the Monte Carlo Simulation are affected by the Company’s stock price as well as other assumptions. These
assumptions include, but are not limited to, the expected stock price volatility over the term of the awards and
actual and projected employee stock option exercise behaviors. ASC 718 requires forfeitures to be estimated at
the date of grant and revised, if necessary, in subsequent periods if actual forfeitures differ from those estimates.

Research and Development Costs—Research and development costs in 2009 consisted of third-party
engineering, consulting and development costs incurred associated with technology being considered for use in
the DBSD MSS/ATC System through May 15, 2009, as well as costs associated with an evaluation of the
usability of the Company’s MEO satellite system, and were expensed as incurred.

Foreign Currency Translation and Foreign Currency Transactions—The reporting currency for the
Company’s operations is U.S. dollars. The Company translates the activities of its subsidiaries with functional
currencies other than the U.S. dollar at the average exchange rate prevailing during the period. Gains and losses
on foreign currency transactions are recognized as a component of other income (expense) in the consolidated
statements of operations in the period in which they occur. Assets and liabilities denominated in foreign
currencies are translated at the exchange rates prevailing at the balance sheet date. Translation adjustments
resulting from these processes are recognized as a component of accumulated other comprehensive income
(loss).

For the years ended December 31, 2011, 2010 and 2009, gains (losses) on intercompany foreign currency
transactions of $(2.1) million, $(0.9) million and $9.7 million, respectively, have been excluded from net income
(loss) and reported as a component of accumulated other comprehensive income (loss) due to their long-term
investment nature.
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The Company recognizes applicable cumulative translation adjustments as a component of other operating
income (loss) in the period in which a subsidiary is substantially liquidated. For the year ended December 31,
2010, the Company recognized a net gain of $2.5 million resulting from the substantial liquidation of certain
subsidiaries. For the years ended December 31, 2011 and 2009, there were no gains or losses resulting from the
liquidation of subsidiaries.

Income Taxes—The Company accounts for income taxes using the asset and liability method under ASC
740. Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences
between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases.
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the
years in which those temporary differences are expected to reverse. The effect on deferred tax assets and
liabilities of a change in tax rates is recognized in the period that includes the enactment date. A valuation
allowance against deferred tax assets is recorded when it is more likely than not that the assets will not be
realized. The Company’s policy is to recognize interest and/or penalties related to unrecognized tax benefits as
income tax expense. The Company accounts for its uncertain tax positions in accordance with ASC 740.

Income (Loss) Per Share—Basic income (loss) per share is calculated based on the weighted average
number of common shares outstanding during the period. Diluted income (loss) per share is calculated by
dividing loss allocable to common shareholders by the weighted average common shares outstanding plus
dilutive potential common stock. Dilutive potential common stock includes unvested restricted stock awards,
stock options, stock appreciation rights and warrants, the dilutive effect of which is calculated using the treasury
stock method. Prior to the satisfaction of vesting conditions, unvested restricted stock awards are considered
contingently issuable consistent with ASC 260, Earnings per Share, and are excluded from weighted average
common shares outstanding.

The following table sets forth the computation of basic and diluted income (loss) per share (in thousands,
except share and per share data):

Year ended December 31,

2011 2010 2009
Net income (loss) attributable to Pendrell . . ... ... $ 318,860 $ (2,684) $ 195,478
Weighted average common shares outstanding . .. 257,037,366 245,312,193 208,169,858
Less: weighted average unvested restricted stock
awards . ... (3,276,408) (1,832,171) (261,053)
Shares used for computation of basic income (loss)
pershare(l) ........ ... oiiuninenaen.. 253,760,958 243,480,021 207,908,805
Add back: weighted average unvested restricted
stockawards ............. .. . ... 3,276,408 — 261,053
Add back: dilutive stock options and stock
appreciationrights ............. ... ... .. ... 2,029,732 — —
Shares used for computation of diluted income
(loss)pershare(l) .......... ... utt. 259,067,098 243,480,021 208,169,858 b
-
Basic income (loss) per share attributable to g
Pendrell ..., $ 126 $ 0.0) $ 0.94 )
Diluted income (loss) per share attributable to g
Pendrell ........ ... it $ 123§ ©0o1n $ 0.94 'g
-~

(3) The effect of certain stock options, stock appreciation rights and warrants were anti-dilutive, and they were
not included in the calculation of diluted income (loss) per share. Anti-dilutive stock options, stock
appreciation rights and warrants totaled 12,165,268, 17,876,183 and 17,149,558 for the years ended
December 31, 2011, 2010 and 2009, respectively.
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New Accounting Pronouncements—In September 2011, the Financial Accounting Standards Board
(“FASB”) issued guidance Update No. 2011-08, Testing Goodwill for Impairment (“Update No. 2011-08”).
Update No. 2011-08 provides an entity the option to first perform a qualitative assessment to determine whether
it is more likely than not that the fair value of a reporting unit is less than its carrying amount. If an entity
determines that this is the case, it is required to perform the currently prescribed two-step goodwill impairment
test to identify potential goodwill impairment and measure the amount of goodwill impairment loss to be
recognized for that reporting unit (if any). If an entity determines that it is unlikely that the fair value of a
reporting unit is less than its carrying amount, the two-step goodwill impairment test is not required. Update
No. 2011-08 is effective for annual and interim goodwill impairment tests performed for fiscal years beginning
after December 15, 2011. Early adoption is permitted. The Company chose to early adopt this statement which
did not have a material impact on its financial position, results of operations or cash flows (see Note 5).

In May 2011, the FASB issued Update No. 2011-05, Comprehensive Income (“Update No. 2011-05").
Update No. 2011-05 requires in the presentation on the face of the financial statements reclassification
adjustments for items that are reclassified from other comprehensive income to net income in the statements
where the components of net income and the components of other comprehensive income are presented. Update
No. 2011-05 is to be applied retrospectively and is effective for fiscal years, and interim periods within those
years, beginning after December 15, 2011. In December 2011, the FASB issued an amendment to the accounting
guidance on the presentation of other comprehensive income which deferred the effective date for the provisions
pertaining to reclassification adjustments. Early adoption is permitted. The adoption of this statement is not
expected to have a material impact on the Company’s financial position, results of operations or cash flows.

4. Investment in DBSD

In March 2011, the Company agreed to sell to DISH Network its equity interest in DBSD together with
certain other assets, and enter into various agreements with DISH Network in exchange for the payment of
approximately $325 million (see Note 13). On March 21, 2011 and April 26, 2011, the Company received
proceeds of approximately $35 million and $280 million, respectively, from DISH Network pursuant to the terms
of the Implementation Agreement between the parties, and the final payment of $10 million is due from DISH
Network at the earlier of (a) five days after DBSD’s emergence from its pending Chapter 11 bankruptcy
proceeding, or (b) five days after termination of DISH Network’s amended investment agreement with DBSD.
DBSD emerged from bankruptcy on March 9, 2012, and the Company anticipates receiving the final $10 million
payment from DISH Network within five days of emergence. As a result of these events, the Company no longer
carries a cost method investment in DBSD on its consolidated balance sheet.

When valuing its investment in DBSD prior to the DISH Network transaction, the Company deployed a
spectrum transaction analysis, which was based upon the value of relevant spectrum auctions and transactions
and evaluated the range of transaction prices/MHz POP paid in recent spectrum auctions and transactions. This
provided a range of fair values for DBSD’s spectrum asset, which was considered against the range of potential
amounts to be paid to DBSD’s creditors. Additionally, the Company considered its negotiations with third parties
interested in obtaining the Company’s equity interest in DBSD. As the estimated value of the consideration the
Company expected to receive from DISH Network for its equity interest in DBSD was within the range of fair
values indicated by the spectrum analysis, the estimated fair value of the Company’s investment in DBSD as of
December 31, 2010 was ultimately determined to be $290 million. As the Company’s determination of the fair
value of its investment in DBSD at December 31, 2010 was based primarily on observable inputs, this investment
was classified as Level 2 under ASC §20.

5. Goodwill, Patents and Purchased Intangibles

Goodwill is separately disclosed from other intangible assets on the consolidated balance sheet and results
from the Company’s acquisition of the Ovidian Group on June 17, 2011 and ContentGuard on October 31, 2011
(see Note 2).

40



The Company tests goodwill for impairment annually or more frequently if an event or circumstance
indicates that an impairment loss may have been incurred. In September 2011, the FASB issued guidance that
simplified how entities test for goodwill impairment. This guidance permits entities to first assess qualitative
factors to determine whether it is more likely than not that the fair value of a reporting unit is less than its
carrying amount as a basis for determining whether it is necessary to perform a two-step goodwill impairment
test. The Company early adopted this guidance for its annual goodwill impairment test that was conducted in the
fourth quarter. In performing the 2011 goodwill impairment test, the Company assessed the relevant qualitative
factors and concluded that it is more likely than not that the fair value of its reporting units is greater than their
carrying amount. After reaching this conclusion, no further testing was performed. The qualitative factors
considered included, but were not limited to, general economic conditions, its outlook for intellectual property
investment and management consulting activity, and its recent and forecasted financial performance. The
Company has determined that no impairments related to goodwill existed as of December 31, 2011.

The Company has determined that purchased trade names for both the Ovidian Group and ContentGuard
have indefinite lives as the Company expects to generate cash flows related to this asset indefinitely.
Consequently, the trade names are not amortized, but are reviewed for impairment annually or sooner. The
Company has determined that no impairments related to indefinite-lived intangible assets existed as of
December 31, 2011.

Intangible assets with finite useful lives consist of patents, customer relationships and trade secrets which
are amortized on a straight-line basis over the expected period of benefit which range from six to twelve years.
These assets are reviewed for impairment whenever events or changes in circumstances indicate that the carrying
amount of an asset may not be recoverable. Recoverability of assets to be held and used is measured by a
comparison of the carrying amount of an asset to future undiscounted net cash flows expected to be generated by
the asset. If such assets are considered to be impaired, the impairment to be recognized is measured by the
amount by which the carrying amount of the assets exceeds the fair value of the assets. Assets to be disposed of
are reported at the lower of the carrying amount or fair value less costs to sell. The Company has determined that
no impairments related to finite-lived intangible assets existed as of December 31, 2011.

The following table presents details of the Company’s total purchased intangible assets as of December 31,
2011 (in thousands):

Weighted Accumulated
Average Lives Gross Value Amortization Impairment Net Value
Patents . ...........c.iiiiii... 11 years $108,764 $(1,648) — $107,116
Customer relationships ................... 9 years 6,615 257) — 6,358
Tradenames ..................ccoovuv... n/a 4,812 — — 4,812
Trade secrets ............couiiinnnnn.. 12 years 1,940 (81) — 1,859
$122,131 $(1,986) — $120,145

The Company recorded amortization expense related to purchased intangibles of $2.0 million for the year
ended December 31, 2011, which is included in amortization of intangibles in the consolidated statements of
operations.

poday jenuuy
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The estimated future amortization expense of purchased intangible assets as of December 31, 2011 is as
follows (in thousands): :

Year ending December 31, Amount
2 7/ $ 10,857
2003 o e e 10,857
2004 e e e e e 10,857
200 e e e 10,857
20016 e e 10,857
Thereafter .. ..... ...t i 61,048
Total ... e $115,333

6. Gateway Agreements and Contract Settlements

As part of the ground infrastructure for its MEO satellite system, the Company established gateway sites in
eleven countries throughout the world. Prior to 2000, the Company entered into agreements with certain vendors
(“Gateway Operators™) that owned and operated ten of the Company’s eleven gateway sites. One gateway site is
owned by the Company. Certain of the agreements with the Gateway Operators required the repayment of certain
up-front infrastructure costs incurred on behalf of certain subsidiaries of the Company, plus interest, ranging
from 8.5% to 20% per annum.

Over the past several years, the Company has suspended further construction of its MEO satellite system,
which has increased the likelihood that many of these gateway sites will not be utilized. As a result, nine of the
ten Gateway Operators have terminated their agreements with the Company and discontinued the provision of
services. Certain of the terminated agreements were settled in exchange for nominal consideration, including
cash and the transfer of certain gateway assets. Certain of the terminated agreements have not been settled.

With respect to the terminated agreements with Gateway Operators that have not been settled, the Company
has continued to accrue estimated late payment fees, if applicable, and interest expense on its subsidiaries’
infrastructure repayment obligations. Upon reaching settlement with any Gateway Operator that includes the
legal release of the Gateway Operator’s claims, the Company writes off the liability, resulting in the recognition
of a gain on contract settlement.

In March 2011, the Company agreed to purchase a claim held by Deutsche Telekom AG (“DT”), its German
Gateway Operator. Accordingly, the Company reduced its estimated gateway liability by approximately $4.7
million as of March 31, 2011, and recorded a gain associated with contract settlement of $4.7 million in its
consolidated statement of operations during the first quarter of 2011.

The Company does not anticipate its gateway obligations to require significant cash payments during the
next twelve months.
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The following table sets forth a summary of the transactions with the Company’s various Gateway
Operators (in thousands):

Year ended December 31,
2011 2010 2009

Total gateway liability, beginning of period . .......... $50,448 $ 58,465  $49,966
Expense recognized under operating agreements . . .. ... 624 1,087 1,960
Interest expense related to infrastructure agreements . . . . 4,552 4,282 3,699
Payments made to Gateway Operators ............... (335) (512) (1,009)
Gain associated with gateway contract settlement . ... .. (4,735)  (15,666) —
Purchase of DT claim by Company ................. (750) — —
Effect of changes in foreign currency exchange rates . .. (297) 2,792 3,849
Total gateway liability, end of period ................ $49,507 $ 50,448  $58,465

The following table summarizes the Company’s total gateway liability with its Gateway Operators and is
included in the following line items on the consolidated balance sheets (in thousands):

December 31,
2011 2010
AcCrued EXPenSes . ... ..ii i $ 6,519 $11,741
Accrued INterest . . .o vttt e e 28,092 23,759
Capital lease obligations ............................ 14,896 14,948

$49,507  $50,448

7. Commitments and Contingencies

Satellite System Operating Commitments—The Company has an agreement with Intelsat, Ltd. (“Intelsat™)
to provide satellite operational services to support the telemetry, tracking and control (“TT&C”) system of F2.
Under this agreement, the Company is obligated to pay Intelsat a recurring, monthly fee associated with TT&C
and other satellite support services. In addition to this agreement, the Company has commitments for operational
services related to its MEO satellite system. As of December 31, 2011, the Company had satellite system
operating commitments of approximately $1.5 million related to its MEO satellite system, all of which are
payable in 2012. Pursuant to the J&J Agreement, the J&J Group agreed to reimburse the Company for these
expenses, as well as other expenses directly related to the Company’s MEO Assets that are incurred from
January 14, 2011 through October 31, 2011. However, the J&J Group has not fulfilled its obligation to reimburse
the Company pursuant to the J&J Agreement and instead has alleged that the Company breached the J&J
Agreement. Conversely, the Company has alleged that J&J Group breached the J&J Agreement, and is pursuing
its claims against J&J Group in an arbitration proceeding in London.

Lease and Operating Commitments—Under agreements with its Gateway Operators, the Company is
required to repay certain up-front capital asset costs incurred by the Gateway Operators in establishing the initial
infrastructure for the gateways. The Company continues to have lease commitments under certain of these
agreements (see Note 6), but the Company is not fulfilling these commitments.

The Company leases office space, a storage facility for its incomplete and unlaunched MEO satellites and
certain support equipment under noncancellable rental agreements accounted for as operating leases. In addition,
DBSD has lease commitments for terrestrial network sites, which were included in the Company’s operating
results up until deconsolidation of DBSD on May 15, 2009. Total rental expense under operating leases for the
years ended December 31, 2011, 2010 and 2009 was approximately $0.8 million, $0.7 million and $0.8 million,
respectively, and is included in general and administrative expenses in the Company’s consolidated statements of
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operations. Rental expense under operating leases is reflected net of related party expenses allocated between the
Company and DBSD prior to June 30, 2011 (see Note 11). Additionally, pursuant to the J&J Agreement, the
Company is to be reimbursed for a portion of these rental expenses with retroactive effect to January 14, 2011
(see J&J Arbitration under Litigation below).

As of December 31, 2011, future minimum payments under the Company’s lease agreements were as
follows (in thousands):

Gateway infrastructure  Operating

agreements leases(1)
2002 $ 21,967 $1,287
20013 — 657
2014 . e — 495
2005 e — 348
2016 . . 333
Thereafter ........... ... .. o it — 892
Total minimum payments ................. 21,967 $4,012
Less amount representing interest ........... (7,071)
Present value of capital lease payments .. .... 14,896
Less: current portion of capital leases . . ... ... (14,896)
Capital lease obligations, less current

o100 ¢ o) 1 A $ —

(1) The Company’s operating lease obligations include approximately $0.7 million in 2012 and $0.1 million in
2013 of obligations related to storing and maintaining its MEO Assets other than F2. In early 2012, the
Company signed an agreement to sell its remaining MEO Assets other than F2 and, in connection with the
signing of the agreement, the purchaser has assumed all ongoing costs of storing and maintaining the MEO
Assets (see Note 15).

There were no assets recorded on the Company’s consolidated balance sheets that related to capital leases as
of December 31, 2011 and 2010 due to the write down of assets in prior years associated with the Company’s
gateway infrastructure agreements.

Litigation—1In the opinion of management, except for those matters described below and elsewhere in this
report, to the extent so described, litigation, contingent liabilities and claims against the Company in the normal
course of business are not expected to involve any judgments or settlements that would be material to the
Company’s financial condition, results of operations or cash flows.

BSSI Litigation—In February 2009, after more than four years of litigation, the Company obtained a
judgment against Boeing Satellite Systems International, Inc. (“BSSI”) and The Boeing Company (“Boeing”) for
approximately $603.2 million (“BSSI Litigation”), consisting of $370.6 million of compensatory damages
against BSSI and Boeing for breach of contract, fraud, negligent misrepresentation and tortious interference with
contract; $29.6 million against BSSI for punitive damages; $177.0 million against Boeing for punitive damages;
and $26.0 million in pre-judgment interest. Beginning January 2, 2009, post-judgment interest began to accrue on
the full judgment amount at the rate of 10% per annum (simple interest).

In March 2009, BSSI and Boeing appealed the trial court judgment to the California Court of Appeal. In
order to stay enforcement of the judgment, Boeing posted a bond in the approximate amount of $904.0 million.
In response, the Company cross-appealed the trial court’s decisions to overturn the jury’s award of additional
compensatory and punitive damages on its satellite pricing fraud claim against BSSI. Briefing was completed in
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the summer of 2011, and the Court of Appeal conducted the second of two oral arguments on January 25, 2012,
at which time the case was submitted for decision. The Company expects a decision by late April 2012.

Following the issuance of the Court of Appeal decision, any party that does not fully prevail at the Court of
Appeal may seek reconsideration by the Court of Appeal or request further appeal to the California Supreme
Court. The Court of Appeal is not required to grant a request for reconsideration, nor is the California Supreme
Court required to grant further appeal. The Company cannot predict the timing or outcome of the appeal process.

Through December 31, 2011, the Company has incurred costs of approximately $21.0 million to prosecute
and defend the BSSI Litigation, and may incur additional consulting and legal fees if further appeal is pursued
with the California Supreme Court or the United States Supreme Court. When the judgment becomes
non-appealable, or when the Company settles its claims with BSSI and Boeing, the Company will be obligated to
pay its trial lawyers an additional fee equal to 3% of any recovery up to $250.0 million, and 5% of any recovery
in excess of $250.0 million, less certain costs and fees advanced to counsel by the Company during the course of
the BSSI Litigation.

J&J Arbitration—The Company has asserted claims in arbitration in London against J&J Group to recover
approximately $2.7 million in costs that J&J Group was required to reimburse the Company pursuant to the J&J
Agreement.

8. Stockholders’ Equity (Deficiency in Assets)

Common Stock—The Company’s Restated Certificate of Incorporation authorizes two classes of common
stock, Class A and Class B. The rights of the holders of shares of Class A common stock and Class B common
stock are identical, except with respect to voting and conversion. Holders of shares of Class A common stock are
entitled to one vote per share. Holders of shares of Class B common stock are entitled to ten votes per share. The
Class B common stock is convertible at any time at the option of its holder into shares of Class A common stock.
Each share of Class B common stock is convertible into one share of Class A common stock. Additionally,
subject to certain exceptions, shares of Class B common stock will automatically convert into shares of Class A
common stock if the shares of Class B common stock are sold or transferred. Class A common stock is not
convertible. Eagle River Satellite Holdings, LLC, the Company’s controlling stockholder, together with its
affiliates Eagle River Investments, Eagle River, Inc. and Eagle River Partners, LLC holds an economic interest of
approximately 32.8% and a voting interest of approximately 65.2% in the Company as of December 31, 2011.

Stock Incentive Plan—The 2000 Stock Incentive Plan as Amended and Restated Effective June 15, 2007
(“Stock Plan”) was initially adopted following stockholder approval on May 10, 2000 and was subsequently
amended and restated on August 9, 2000, November 17, 2005 and June 15, 2007. The Stock Plan authorizes the
grant of incentive stock options, as well as other stock awards, to Company employees, board members and
consultants.

Under the Stock Plan, stock options generally vest and become exercisable over a four year period, with
25% vesting after one year and 1/48 vesting each month thereafter. Stock options generally expire 10 years after
the date of grant or up to three months after termination of employment, whichever occurs earlier.

The Company’s Board of Directors has authorized a total of 20 million shares of its common stock for the
issuance of stock options and stock awards under the Stock Plan, subject to adjustments for changes in the
Company’s capital structure. As of December 31, 2011, 898,096 shares were reserved and remain available for
grant.

fuodaa- genuuv 4

Stock-Based Compensation—The Company records stock-based compensation on stock options, stock
appreciation rights and restricted stock awards issued to employees, directors and consultants in accordance with
ASC 718, which requires measurement of all share-based payment awards based on the estimated fair value on the
date of grant, and recognition of compensation cost over the requisite service period for awards expected to vest.
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The Company estimates its forfeiture rate for stock options, stock appreciation rights and restricted stock awards
based on the Company’s historical rate of forfeitures due to terminations and expectations for forfeitures in the
future. Effective July 1, 2011, the Company determined that DBSD was no longer a related corporation under the
Stock Plan. As a direct result of DBSD no longer being deemed a related corporation to the Company under the
Stock Plan, the Company decreased its estimated forfeiture rate from 40% to 5% during the third quarter of 2011.

For the years ended December 31, 2011, 2010 and 2009, the Company recognized non-cash stock-based
compensation expense of $5.4 million, $1.8 million and $5.1 million, respectively. Stock-based compensation
expense is included in general and administrative expenses in the Company’s consolidated statements of
operations.

At December 31, 2011, the balance of stock-based compensation cost to be expensed in future years related
to unvested share-based awards, as adjusted for expected forfeitures, is as follows (in thousands):

D00 e e e e $ 4312
D003 ot e e e 3,553
20 ) U A OO P 2,894
005 e e e e 1,548
2016 and thereafter . . . oo oo oottt e s 1,193

$ 13,500

The weighted average period over which the unearned stock-based compensation expense is expected to be
recognized is approximately 2.0 years.

Stock Options and Stock Appreciation Rights—The Company has granted stock options and stock
appreciation rights to employees, directors and consultants in connection with their service to the Company and
DBSD. For the years ended December 31, 2011, 2010 and 2009, the Company recognized non-cash stock-based

compensation expense of $3.4 million, $1.4 million and $4.8 million, respectively, related to its stock options and
stock appreciation rights.

The weighted average fair value of stock options and stock appreciation rights granted during the years
ended December 31, 2011, 2010 and 2009 was estimated using the Black-Scholes Model with the following
assumptions:

Year ended December 31,
2011 2010 2009

.............................. 83% 120% 122%

Weighted average expected volatility

Weighted average risk-free interestrate ... 21% 28% 3.0%
Expected dividend yield . ... 0% 0% 0%
Weighted average expected term in years ........... ..o, 6.3 6.3 6.4

Weighted average estimated fair value per option granted .............. $1.80 $1.14 $0.71

In prior periods, the expected stock price volatility rate was based on the Company’s historical stock price.
In the third quarter of 2011, the Company modified the expected stock price volatility rate to a blend of the
Company’s historical stock price volatility and a peer historical volatility, which the Company believes is in line
with its change in business direction and is more reflective of the Company’s expected future volatility. The risk-
free interest rate is based upon U.S. Treasury bond interest rates appropriate for the term of the Company’s
employee stock options and stock appreciation rights. The expected dividend yield is based on the Company’s
history and expectation of dividend payments. The expected term has been estimated using the simplified method
as described in ASC 718 which permit entities, under certain circumstances, to continue to use the simplified
method in developing estimates of the expected term of “plain-vanilla” share options and stock appreciation
rights beyond December 31, 2007.
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In February 2010, the Company granted Benjamin G. Wolff, its Chief Executive Officer and President,
options to purchase 2,000,000 shares of its Class A common stock in connection with Mr. Wolff’s appointment

as the Company’s Chief Executive Officer.

In March 2011, the Company granted R. Gerard Salemme options to purchase 400,000 shares of its Class A
common stock in connection with Mr. Salemme’s appointment as Chief Strategy Officer of the Company.

In June 2011, the Company granted options to certain employees of Ovidian Group to purchase 2,050,000
shares of its Class A common stock in connection with the acquisition of Ovidian Group. The Company granted
to those same employees 2,000,000 stock appreciation rights, which will be triggered if and when the Company

meets certain performance objectives.

As discussed above, effective July 1, 2011, the Company determined that DBSD was no longer a related
corporation under the Stock Plan. In accordance with the Stock Plan, all options granted to DBSD employees
expired three months thereafter, on October 1, 2011, except for certain options that were extended by the
Company’s compensation committee in exchange for general releases from the DBSD employees who hold the
extended options. The extensions affect options for 875,500 shares of Class A common stock with strike prices of
$3.00 per share or less, for which the vesting and exercise period have been extended to the earlier of March 31,
2012 or ninety calendar days after DBSD emerges from bankruptcy. The result of the modification did not have a
material impact on the consolidated statements of operations, although approximately 3,700,000 shares were

returned to the Plan on October 1, 2011.

During the period from July 1 2011 through December 31, 2011, the Company granted options to certain
employees, directors, a consultant and new hires to purchase 3,889,500 shares of its Class A common stock in
connection with their continued or new employment with the Company. The grants were subject to availability of
shares under the Stock Plan. As noted above, a significant number of outstanding options expired on October 1,
2011, returning a large number of shares to the Stock Plan, and thereby satisfying this condition.

The Company’s stock option and stock appreciation rights activity for the years ended December 31, 2011,

2010 and 2009 is summarized as follows:

Outstanding at December 31,2008 ..........
Granted ......... ... ... i

Outstanding at December 31,2009 ..........
Granted ............... ... .......

Outstanding at December 31,2010 ..........
Granted .............. ... ... ... ...

Vested and expected to vest, December 31,
2010 .o

Weighted
Weighted average Aggregate
average remaining intrinsic
Number of exercise life value(1)
options price (in years) (in thousands)
14,861,073 $4.16
187,500 0.78
(1,071,125) 3.28
13,977,448 4.18
2,840,000 1.30
(47,500) 1.01
(2,065,875) 3.84
14,704,073 3.68 g
8,339,500 3.96 =
(210,000) 1.08 5
B638573) 474 :
14,195,000 $3.23 8.33 $5,521 _g
3,583,500  $2.96 571 $2,052 %
22,767,899 $3.81 6.40 $5,899
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(1) Aggregate intrinsic value represents total pretax intrinsic value (i.e., the difference between the Company’s
closing stock price on the last trading day of 2011 and the exercise price, times the number of shares) that
would have been received by the option holders had all option holders exercised their stock options and
stock appreciation rights on the last business day of the fiscal year.

The intrinsic value of stock options exercised during the year ended December 31, 2011 was $0.3 million.
The total fair value of options which vested during the years ended December 31, 2011, 2010 and 2009 was
approximately $1.5 million, $2.9 million and $3.1 million, respectively.

The following table summarizes significant ranges of outstanding and exercisable stock options and stock
appreciation rights as of December 31, 2011:

Outstanding stock options and Exercisable stock options
stock appreciation rights and stock appreciation rights
Weighted
Weighted average Weighted
average remaining average
Number of exercise life (in Number of exercise
Range of exercise prices options/SARs price years) options/SARs price
$0.00—$4.00 ................. 10,555,000 $2.16 8.8 1,893,500 $1.61
$4.01—8$4.25 ... 1,195,000 4.24 4.1 1,195,000 4.24
$426—$590 ................. 495,000 5.05 39 495,000 5.05
$591—%$1092 ................ 1,950,000 7.95 9.5 — —
14,195,000 $3.23 8.3 3,583,500 $2.96

Restricted Stock Awards—The Company has granted restricted stock awards to employees and consultants
in connection with their service to the Company and DBSD. For the years ended December 31, 2011, 2010 and
2009, the Company recognized non-cash stock-based compensation expense of $2.0 million, $0.4 million and
$0.3 million, respectively, related to its restricted stock awards. The Company’s stock grants can be categorized
as either service-based awards, performance-based awards, and/or market-based awards.

In the fourth quarter of 2007, the Company granted 580,000 shares of restricted Class A common stock to
certain employees and consultants. The restricted stock awards contain performance and service conditions to
encourage the attainment of key performance targets and retention of employees and consultants. Individual
employees and consultants have different amounts of restricted stock awards allocated to the various
performance conditions dependent on their responsibilities. The portion of restricted stock awards allocated to a
particular performance condition vest 50% when that condition is achieved. After the performance condition is
achieved, 25% of shares allocated to that condition vest one year after the performance condition is achieved and
the remaining 25% of shares allocated to that condition vest two years after the performance condition is
achieved. The total compensation cost associated with these restricted stock awards has been charged to expense
over the requisite service periods. As of January 15, 2011, these restricted stock awards are fully vested and a
total of 516,829 shares vested upon satisfaction of the respective performance and service conditions.

In February 2010, the Company granted 2,000,000 shares of its restricted Class A common stock to
Mr. Wolff, of which 25% vested as a result of the Company’s receipt of financing that enabled the Company to
use some of its net operating loss carry forwards (“NOLSs”). An additional 25% will vest in connection with
resolution of the BSSI Litigation, subject to an affirmative determination by the Board of Directors that the BSSI
Litigation has been resolved. These performance-based restricted stock awards had a fair value on the date of
grant of $1.2 million. Compensation expense associated with these stock awards is charged to expense over the
longest requisite service period upon determination of the probability of the conditions being met. The remaining
50% of the restricted shares are service-based awards and lapse in four equal annual installments. These service-
based restricted stock awards had a fair value on the date of grant of $1.2 million and the compensation expense
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associated with these stock awards is being charged to expense over the requisite service period ending
January 1, 2014. As of December 31, 2011, 500,000 shares of the performance-based awards and 250,000 shares
of the service-based awards had vested.

In March 2011, the Company granted 250,000 shares of its restricted Class A common stock to
Mr. Salemme in connection with his appointment as Chief Strategy Officer of the Company which vest over a
four year period. These restricted stock awards had a grant date fair value of $0.5 million and are being charged
to expense over the requisite service period ending March 4, 2015.

During the period from July 1 2011 through December 31, 2011, the Company granted 3,020,000 shares of
its restricted Class A common stock to certain employees and new hires in connection with their employment
with the Company. These restricted stock awards contain performance, market, and/or service conditions to
encourage the attainment of key performance targets, the retention of employees, and/or are dependent upon the
Company’s average closing share price. For restricted stock awards with multiple conditions, generally 50% of
the vesting is based on the Company’s financial performance and 50% of the vesting is based on the Company’s
share price. If the targets are not achieved within seven years of the date of grant, the shares subject to the targets
will be forfeited and if the performance or market target is achieved within one year of the grant, no vesting will
occur until the first anniversary of the grant. The restricted stock awards had a grant date fair value of $7.9
million and shall vest upon satisfaction of meeting certain performance, market and/or service conditions. The
grants were subject to availability of shares under the Stock Plan. As noted above, a significant number of
outstanding options expired on October 1, 2011, returning a large number of shares to the Stock Plan, and
thereby satisfying this condition.

The Company’s restricted stock award activity for the years ended December 31, 2011, 2010 and 2009 is
summarized as follows:

Weighted
Number of average
restricted grant date
stock awards fair value
Unvested—December 31,2008 ................... 423,976 $3.64
Vested ...t e e (261,464) 3.15
Forfeited . ......... .. . i (14,759) 4.18
Unvested—December 31,2009 ................... 147,753 4.46
Granted . ..... ... e 2,000,000 1.16
Vested ...t e (103,512) 4.46
Forfeited . . ...... .. i i (35,473) 4.46
Unvested—December 31,2010 ................... 2,008,768 1.17
Granted .. ... ... 3,382,574 2.56
Vested ..o e e (780,433) 1.23
Unvested—December 31,2011 . .................. 4,610,909 $2.18

Warrants—In connection with the initial financing of the Company upon emergence from bankrupicy, as
well as the settlement of long-term debt, the Company issued warrants to purchase the Company’s Class A
common stock. Each warrant contains provisions for the adjustment of the exercise price and the number of
shares issuable upon the exercise of the warrant in the event of certain dilutive transactions. As of December 31,
2011, warrants to purchase a total of 3.2 million shares of the Company’s Class A common stock are outstanding,
with an exercise price of $0.01 per share, and expire on December 12, 2012.
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Tax Benefits Preservation Plan—In connection with the adoption of the Tax Benefits Preservation Plan
(“Tax Benefits Plan”) as discussed in Note 9, the Board of Directors authorized and declared a dividend of one
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Class A Right for each outstanding share of its Class A common stock and one Class B Right for each
outstanding share of its Class B common stock outstanding at the close of business on February 8, 2010, the
record date (collectively referred to herein as “Rights”). Upon the occurrence of certain events, each Class A
Right entitles the registered holder to purchase from the Company one one-thousandth of a share (“Unit”) of its
Series A Junior Participating Preferred Stock, par value $0.01 per share (“Series A Preferred”) and each Class B
Right entitles the registered holder to purchase from the Company one Unit of its Series B Junior Participating
Preferred Stock, par value $0.01 per share (“Series B Preferred”) in each case at a purchase price of $12.40 per
Unit, subject to adjustment. The Rights will not be exercisable until the earlier of (i) ten business days after a
public announcement that a person or group (an “Acquiring Person”) has acquired beneficial ownership of 4.9%
or more of the Company’s then-outstanding securities without the approval of the Board of Directors (or such
earlier date as the Board of Directors determines that a person or group has become an Acquiring Person) and
(ii) ten business days after the commencement of a tender or exchange offer by a person or group for 4.9% of the
Company’s securities (or such later date as determined by the Board of Directors). The Rights will expire on the
earliest of: (i) January 29, 2020, (ii) the time at which the Rights are redeemed or exchanged pursuant to the Tax
Benefits Plan, or (iii) the repeal of Section 382 of the Internal Revenue Code (“Section 382”) or any successor
statute if the Board of Directors determines that the Tax Benefits Plan is no longer necessary for the preservation
of certain tax benefits, including NOLs. After any person becomes an Acquiring Person, subject to terms and
conditions of the Tax Benefits Plan, each holder of a Right, other than Rights beneficially owned by the
Acquiring Person, will have the right to receive upon exercise of a Right and payment of the purchase price, that
number of Units of Series A Preferred or shares of Class A common stock or Units of Series B Preferred or
shares of Class B common stock, or cash, property, or other securities of the Company, subject to discretion by
the Board of Directors, having a market value of two times the purchase price.

The exercise of the Rights was deemed not probable and no liability was provided for at the filing date of
these financial statements.

9. Income Taxes

During 2011, the Company acquired ContentGuard in a stock purchase transaction (see Note 2). For tax
purposes the assets and liabilities of ContentGuard retain their historical basis and are not adjusted for purchase
accounting. As a result, the intangible assets and related goodwill recorded as a result of the acquisition have no
tax basis and, therefore, no corresponding deduction in future tax returns. Pursuant to ASC 740, the Company
established a deferred tax liability associated with these non-tax deductible assets, excluding goodwill.

As a result of recording the deferred tax liabilities of ContentGuard, the Company has determined that a
portion of its deferred tax valuation allowance can be reduced. ASC 740 permits the utilization of scheduled
reversals of deferred tax liabilities as a source of taxable income to support the realization of deferred tax assets,
thereby allowing for the release of a portion of the Company’s deferred tax valuation allowance. Accordingly,
the Company’s income tax benefit for the year ended December 31, 2011 includes $40.7 million related to the
release of a portion of its valuation allowance.

The components of the Company’s consolidated income (loss) before income taxes for the years ended
December 31, 2011, 2010 and 2009 consist of the following (in thousands):

Year ended December 31,

2011 2010 2009
Income (loss) before income taxes:
UnitedStates ..............ccoviiireeniin... $276,023  $(13,043) $225,714
Foreign ........ ... ... i, (362) 9,572 (28,728)

$275,661 $ (3,471) $196,986
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The Company’s income tax expense (benefit) for the years ended December 31, 2011, 2010 and 2009
consists of the following (in thousands):

Year ended December 31,
2011 2010 2009
United States—deferred ...........covviiinininnn.. $(40,684) $ — $ —
Foreign—current ............. ... ... i, 2,241) (787) 1,508

$(42,925) $(787) $1,508

A reconciliation of the federal statutory income tax rate of 34% to the Company’s effective income tax rate
is as follows:

Year ended December 31,

2011 2010 2009
Statutory taxrate .................iiiiiiiiii i 34.00% (34.00)% 34.00%
Permanent differences related to DBSD deconsolidation . ... — — (48.48)
Foreigntax benefit ........... ... ... ... i, (0.84) (621.48) 0.73
Capital loss on liquidation of subsidiaries ................ — (79.06) —
Change in valuation allowance ........................ (50.33) 708.50 14.43
Imputed interest ............cooiiiiiiiiiiiiinnn. - 4.58 0.15
10111 oA 1.60 (1.21)  (0.06)
Effective tax rate .. ........iinininen e enenenaannnnn (15.5% 22.671)% 0.77%

The significant components of the Company’s net deferred tax assets and liabilities are as follows (in
thousands):

December 31, December 31,

2011 2010

Deferred tax assets:

Net operating and capital losses .................... $ 31,781 $ 128,528

Impaired assets/basis differences ................... 843,993 847,583

Capitalized cOSts . ... 167,421 149,250

Accrued expenses andother .......... ... .. ... ... 21,227 20,668

Total deferred tax assets . ..., 1,064,422 1,145,029
Valuation allowance . ......... ... utiuiiinnennnn.. (1,001,626) (1,130,544)
Net deferred tax @sSets .. ...oovvvtn e $ 62,796 $ 15485
Deferred tax liabilities:

Intangibles . ...........c.o i $ 43,195 $ —

InvestmentinDBSD . ....... ... ... .. ... . . ... (21,192) (15,485)

Total deferred tax liabilities ....................... $ (64,387) $ (15,485)
Net deferred tax liabilities .................c.ccion... $ (1,591) $ —

At December 31, 2011, the Company had NOLs of approximately $68 million, which begin to expire in
2020. A capital loss carry forward of $8.1 million expires in 2015. Of the Company’s total NOLs, $46 million
relate to a formerly non-controlled subsidiary. The NOLs associated with this subsidiary are subject to limitation
under Section 382. The remaining NOLs could be subject to limitation under Section 382 if future stock offerings
or equity transactions give rise to an ownership change as defined for purposes of Section 382. As of
December 31, 2011, the Company also had California NOLs of $39 million which begin to expire in 2012 and

51

»
B
3
£
=
ey
(0]
o
o
g




T
o
Q
Q
o«
©
3
c
e
<

Virginia NOLs of $21 million, which begin to expire in 2020. NOLSs in foreign jurisdictions amount to $14.0
million with no expiration date. As discussed below, the Board of Directors adopted a Tax Benefits Plan

designed to preserve stockholder value and the value of certain tax assets primarily associated with NOLs under
Section 382.

The Company has considered all available evidence, both positive and negative, and ongoing prudent and
feasible tax planning strategies to determine that, based on the weight of that evidence, a valuation allowance is
needed to reduce the value of deferred tax assets to an amount that is more likely than not to be realized.

As discussed in Note 1 and Note 4, on May 15, 2009, the Company ceased to have control of DBSD and
accordingly, the Company deconsolidated DBSD as of that date. Under ASC 810, when control of a subsidiary is

lost, the parent derecognizes all of the assets and liabilities of the subsidiary, including deferred tax assets and
liabilities.

For U.S. federal tax purposes, the Company and DBSD will continue to be treated as an affiliated group of
companies subject to consolidation until the plan of reorganization has been consummated. Under the proposed
plan of reorganization, the Company would recognize taxable income upon the cancellation of debt. However,
there are exceptions in bankruptcy to exclude the cancellation of debt from income. This will result in a reduction
of DBSD’s tax attributes, but no change in the net deferred tax balances due to the valuation allowance.

As of December 31, 2011, the Company’s liability for uncertain tax positions was $9.9 million, including
$5.2 million in penalties and interest. As of December 31, 2010, the Company’s liability for uncertain tax
positions was $13.0 million, including $7.1 million in penalties and interest. During the years ended
December 31, 2011, 2010 and 2009, the Company recorded penalties and interest within its income tax (benefit)
expense of $(1.2) million, $(0.6) million and $1.0 million, respectively.

A reconciliation of the beginning and ending amount of unrecognized tax benefits is as follows (in
thousands):

December 31,
2011 2010 2009

Total liability, beginning of period . ................ ... ........ $5917 $5909 $5,129
Additions for tax positions related to prioryears . ................. 503 768 780
Reductions for expiration of statute of limitations ................. (1,734) (760) —

Total liability, end of period ............ ... ... i, $4,686 $5917 $5,909

As of December 31, 2011, the Company had $4.7 million of tax contingencies which, if fully recognized,
would decrease the Company’s effective tax rate. The Company estimates a reduction in its unrecognized tax

benefits of approximately $0.5 million to occur within the next twelve months due to the expiration of the statute
of limitations.

The Company and its subsidiaries file U.S. federal income tax returns and tax returns in various state and
foreign jurisdictions. The Company is open to examination by U.S. federal tax jurisdictions for the years ended
2008-2011 and state jurisdictions for the years ended 2007-2011. The Company is also open to examination for
the years ended 2000 and forward with respect to NOLs generated and carried forward from those years. The
Company is open to examination by certain foreign jurisdictions for tax years 2001 forward.

Tax Benefits Preservation Plan—Effective January 29, 2010, the Board of Directors adopted the Tax
Benefits Plan. The Tax Benefits Plan is designed to avoid an “ownership change,” and to thereby preserve for the
Company and its stockholders the value of the NOLs. In connection with the Tax Benefits Plan, a dividend of
Class A Rights and Class B Rights, described more fully below, was payable to the Company’s stockholders of
record at the close of business on February 8, 2010.
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The Board of Directors adopted the Tax Benefits Plan in an effort to help the Company preserve its ability
to utilize fully its NOLSs, to preserve potential future NOLs, and to thereby reduce potential future federal income
tax obligations. As of December 31, 2011, the Company has existing NOLSs of approximately $68 million. The
Company may generate substantially larger NOLs if the Company when it sells or otherwise disposes of its MEO
satellite assets (see Note 15). Under the Internal Revenue Code and related Treasury Regulations, the Company
may “carry forward” these NOLSs in certain circumstances to offset current and future income and thus reduce its
federal income tax liability, subject to certain restrictions. To the extent that the NOLs do not otherwise become
limited, the Company believes that it will be able to carry forward a significant amount of NOLSs, and therefore
the NOLs could be a substantial asset for the Company. However, if the Company experiences an “ownership
change,” as defined in Section 382, the timing of usage and its ability to use the NOLs could be significantly
limited.

The Tax Benefits Plan is intended to act as a deterrent to any person or group acquiring, without the
approval of the Company’s Board of Directors, beneficial ownership of 4.9% or more of the Company’s
securities, defined to include: (i) shares of its Class A common stock and Class B common stock, (ii) shares of its
preferred stock, (iii) warrants, rights, or options to purchase its securities, and (iv) any interest that would be
treated as “stock” of the Company for purposes of Section 382 or pursuant to Treasury Regulation § 1.382-

2T(£)(18).

Holders of 4.9% or more of the Company’s securities outstanding as of the close of business on January 29,
2010 will not trigger the Tax Benefits Plan so long as they do not (i) acquire additional securities constituting
one-half of one percent (0.5%) or more of the Company’s securities outstanding as of the date of the Tax
Benefits Plan (as adjusted), or (ii) fall under 4.9% ownership of the Company’s securities and then re-acquire
4.9% or more of the Company’s securities (as adjusted).

10. Employee Benefits

The Company provides its eligible employees with medical and dental benefits, insurance arrangements to
cover death in service, long-term disability and personal accident, as well as a defined contribution retirement
plan. For the years ended December 31, 2011, 2010 and 2009, the expense related to contributions by the
Company under the defined contribution retirement plan was $0.1 million, $0.1 million and $0.4 million,
respectively. Expenses related to contributions by the Company under its defined contribution retirement plan is
reflected net of related party expenses allocated between the Company and DBSD prior to June 30, 2011 (see
Note 11).

11. Related Parties

The Company considers its related parties to be its principal shareholders and their affiliates, as well as
DBSD which, for income tax purposes, is subjeet to consolidation until March 9, 2012, the date DBSD emerged
from Chapter 11 bankruptcy proceedings.

Eagle River Satellite Holdings, LLC (“ERSH”), Eagle River Investments, Eagle River, Inc. and Eagle
River Partners, LLC (“ERP”)—ERSH is the Company’s controlling stockholder. ERSH, together with its
affiliates Eagle River Investments, Eagle River, Inc. and ERP (collectively, “Eagle River”) holds an economic
interest of approximately 32.8% and a voting interest of approximately 65.2% in the Company as of
December 31, 2011. In addition, Eagle River Investments holds warrants exercisable through December 12, 2012
to purchase an aggregate of three million shares of the Company’s Class A common stock at an exercise price of
$0.01 per share.

uoday jenuuy

Until its termination on July 11, 2011, the Company had an agreement with Eagle River, Inc. to provide
advisory services to the Company (“Advisory Services Agreement”). This Advisory Services Agreement
required (i) payment of an annual fee of $0.5 million in quarterly installments in stock or cash, at the Company’s
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option, and (ii) reimbursement of out-of-pocket expenses. The Company elected to make all quarterly payments
in Class A cammon stock. During the year ended December 31, 2011, the Company issued 105,595 shares to
Eagle River, Inc. as compensation for advisory services. The Company issued a total of 1,935,390 shares as
consideration through termination of the agreement. As of December 31, 2010, the Company owed Eagle

River, Inc. approximately $0.1 million for expense reimbursement pursuant to the Advisory Services Agreement,
which was included in accrued expenses on the Company’s consolidated balance sheets. The Company and Eagle
River, Inc. mutually agreed to terminate the Advisory Services Agreement effective as of July 11, 2011. The
Company was not required to make any payments to Eagle River, Inc. as a result of the termination of the
Advisory Services Agreement.

Effective December 15, 2010, the Company subleases from Eagle River, Inc. the office space for the
Company’s headquarters in Kirkland, Washington. The sublease is a pass-through agreement, pursuant to which
the Company pays rent to Eagle River, Inc. and reimburses costs and expenses to Eagle River, Inc. that Eagle
River, Inc. pays to its third-party landlord. The sublease expires contemporaneously with the expiration of the
underlying prime lease in July 2012. Total payments made to Eagle River, Inc. under this agreement during the
year ended December 31, 2011 totaled $0.3 million. During the year ended December 31, 2011, the Company
also paid $0.1 million to Eagle River, Inc. for the purchase of certain office furniture and equipment in the

sub-leased space. No payments were made under these agreements for the years ended December 31, 2010 and
2009.

In March 2010, Eagle River purchased an additional 18,336,985 shares of the Company’s Class A common
stock under the Company’s rights offering completed on March 9, 2010.

Benjamin G. Wolff, the Company’s Chief Executive Officer and President, was previously the President of
Eagle River, Inc., and was compensated by both the Company and Eagle River. Effective July 11, 2011,
Mr. Wolff resigned as President of Eagle River, Inc. and no longer receives compensation from Eagle River other
than compensation for serving as a representative on certain boards of directors at Eagle River’s request.

R. Gerard Salemme, the Company’s Chief Strategy Officer, was previously a vice president of Eagle River,
Inc., and was compensated by both the Company and Eagle River. Effective July 11, 2011, Mr. Salemme
resigned as vice president of Eagle River, Inc. and no longer receives compensation from Eagle River other than
compensation for serving as a representative on certain boards of directors at Eagle River’s request.

Effective July 5, 2011, the Company hired Robert G. Mechaley, Jr. to serve as the Company’s Chief
Scientist. Mr. Mechaley was previously a vice president of Eagle River Partners, LLC, a position from which he

resigned prior to engagement by the Company. Mr. Mechaley no longer receives compensation from Eagle
River.

Davis Wright Tremaine—MTr. Wolff is the spouse of a partner at the law firm Davis Wright Tremaine LLP
(“DWT"”), which provides the Company with ongoing legal services. Total payments made to DWT for the years
ended December 31, 2011, 2010 and 2009 were $0.3 million, $0.1 million and $0.4 million, respectively.

DBSD— As of December 31, 2010, the Company had net payables to affiliates of $1.3 million related to
transactions arising with DBSD, including allocated employment-related costs and occupancy-related costs, and
reimbursement of payments made to the Company by DBSD for their respective share of stock awards that
ultimately failed to vest.

On June 30, 2011, the Bankruptcy Court approved the DISH Plan. As a component of the DISH Plan, the
Bankruptcy Court approved a revised Transition Services Agreement (“TSA”). The revised TSA, amongst other
things, (i) significantly narrows the scope of services to be provided by DBSD to the Company, and vice versa,
(ii) requires DBSD to assume and accept assignment of certain leases executed by the Company for space
occupied by DBSD at various of its operating locations, and (iii) relieves each party of any obligations to the
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other that arise prior to DBSD’s emergence from bankruptcy. As a direct result of the revised TSA, the Company
eliminated its payable to affiliate as of June 30, 2011.

12. J&J Group Agreement

On April 6, 2011, the Company signed the J&J Agreement, under which the Company agreed to sell certain
MEO Assets to the J&J Group. Closing of the purchase of MEO Assets by J&J Group was conditioned upon
certain regulatory approvals and cooperation from various governmental agencies. Conditions were not satisfied
by November 1, 2011, which was the outside date for satisfying the conditions. As a result, the J&J Agreement
expired in accordance with its terms. Upon expiration, J&J Group was required to reimburse the Company for
ongoing operating costs incurred from January 14, 2011 through October 31, 2011 which are directly related to
the MEO Assets. The J&J Group has not fulfilled its obligation to reimburse such costs and instead has alleged
that the Company breached the J&J Agreement. Conversely, the Company has alleged that J&J Group breached
the J&J Agreement, and is pursuing claims against J&J Group in an arbitration proceeding in London. As of
December 31, 2011, the Company has recorded a receivable of $2.7 million to reflect J&J Group’s
reimbursement obligation and has established a corresponding reserve in the full amount of the receivable
pending resolution of the dispute with the J&J Group.

13. DISH Agreement

On March 15, 2011, the Company entered into an Implementation Agreement with DISH Network, under
which DISH Network agreed to pay the Company approximately $325 million for its support of the DISH Plan,
certain spectrum priority rights, the delivery of any distributions to the Company from DBSD, and a contingent
option to purchase certain MEO Assets (the “DISH Option™), all as more thoroughly described below. The
Bankruptcy Court approved the Implementation Agreement on March 15, 2011. On June 30, 2011, the
Bankruptcy Court approved the DISH Plan.

Pursuant to the terms of the Implementation Agreement, the Company agreed to (i) sell to DISH Network
the Company’s priority spectrum rights vis-a-vis DBSD’s G1 satellite; (ii) provide DISH Network with a
contingent call right on the Company’s equity interest in DBSD, exercisable in certain circumstances, subject to
certain conditions, including regulatory approvals; (iii) pay over to DISH Network any distributions from DBSD
or other benefits received by the Company in connection with a reorganization of DBSD; and (iv) grant DISH
Network the DISH Option. In exchange for these rights and for rights provided to DISH Network under a
Restructuring Support Agreement with DISH Network, dated March 15, 2011, DISH Network will pay the
Company an aggregate of approximately $325 million, (i) $35 million of which was paid on March 21, 2011,
(ii) approximately $280 million of which was paid on April 26, 2011, and (iii) $10 million of which is payable at
the earlier of (a) five days after DBSD’s emergence from its pending Chapter 11 bankruptcy proceeding, or
(b) five days after termination of DISH Network’s amended investment agreement with DBSD. DISH Network’s
payment obligations under the Implementation Agreement are not subject to any further court action or
approvals. DBSD emerged from Chapter 11 bankruptcy proceedings on March 9, 2012 and the Company
anticipates receiving the remaining $10 million from DISH Network within five days of emergence.

The Company recognized a gain of approximately $301 million in the first quarter of 2011 associated with
the disposition of its cost method investment in DBSD and other assets as a result of the agreements described
above.
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14. Quarterly Financial Data (Unaudited)

The following table contains selected unaudited statement of operations information for each quarter of the
years ended December 31, 2011 and 2010. The quarterly financial data reflects all normal recurring adjustments
necessary for a fair presentation of the information for the periods presented. The operating results for any
quarter are not necessarily indicative of results for any future period. Unaudited quarterly results were as follows
(in thousands, except per share data):

Three months ended
March 31, June 30, September 30, December 31,
2011 2010 2011 2010 2011 2010 2011 2010
Revenue ................ $ — $ — $ 195 $§ — $108 $ — $1359 $ —
Net income (loss) ......... 301,193 (4,645) (2,218) (3,803) (8,179) (6,238) 27,790 12,002
Net income (loss) '
attributable to Pendrell . .. 301,193 4,645) (2,218) (3,803) (8,179) (6,238) 28,064 12,002

Basic income (loss) per share

attributable toPendrell ... $ 120 $ (0.02) $ (0.01) $ (0.02) $ (0.03) $ (0.02) $ 0.11 $ 0.05
Diluted income (loss) per

share attributable to

Pendrell ............... $ 118 $ (0.02) $ (0.01) $ (0.02) $ (0.03) $ (0.02) $ 0.11 $ 0.05

15. Subsequent Events

In January 2012, the Company sold 42 acres it owned in Itaborai, Brazil, on which certain gateway
equipment for its MEO satellite system was located. The land was sold for approximately $5.8 million before
selling costs. The land had a zero value on the Company’s balance sheet as it had been written off in prior years.

In February 2012, the Company signed an agreement to sell all of its remaining MEO Assets other than F2,
the Company’s in-orbit MEO satellite. The MEO Assets currently have zero value on the Company’s balance
sheet as they were also written off in prior years. In connection with the signing of the agreement, the purchaser
has assumed all ongoing costs of storing and maintaining the MEO Assets. The Company anticipates a closing of
the sale in the second quarter of 2012 and does not believe that the amount to be paid by the purchaser for the
MEO Assets will be material.

While we continue our efforts to sell F2, in March 2012 the Company implemented measures to
decommission F2 with the expectation that the decommissioning or sale will be complete by the end of June. The
sale of the MEO Assets and the sale or decommissioning of F2 will trigger in excess of $2 billion in tax losses
which we believe can be carried forward to offset taxable income in certain circumstances for up to 20 years.

On March 9, 2012, DBSD emerged from Chapter 11 bankruptcy proceedings. Pursuant to the terms of the

Implementation Agreement, the Company anticipates receiving $10 million, together with reimbursement of
certain bankruptcy-related costs to which we were entitled, from DISH Network within five days of emergence.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

None.

Item 9A.  Controls and Procedures.
Evaluation of Disclosure Controls and Procedures

Our chief executive officer and chief financial officer have evaluated our disclosure controls and procedures
as of December 31, 2011 and have concluded that these disclosure controls and procedures are effective to ensure
that the information required to be disclosed by us in the reports that we file or submit under the Exchange Act
(as defined in Rules 13a-15(e) and 15d-15(e)) is recorded, processed, summarized and reported within the time
periods specified in the SEC’s rules and forms and is accumulated and communicated to our management,
including our chief executive officer and chief financial officer, as appropriate to allow timely decisions
regarding required disclosure.

Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial
reporting, as defined in Rule 13a-15f of the Exchange Act. These internal controls are designed to provide
reasonable assurance that the reported financial information is presented fairly, that disclosures are adequate and
that the judgments inherent in the preparation of financial statements are reasonable. There are inherent
limitations in the effectiveness of any system of internal control, including the possibility of human error and
overriding of controls. Consequently, an effective internal control system can only provide reasonable, not
absolute, assurance with respect to reporting financial information.

Management conducted an evaluation of the effectiveness of our internal control over financial reporting
based on the framework and criteria established in Internal Control—Integrated Framework, issued by the
Committee of Sponsoring Organizations of the Treadway Commission. Based on this evaluation, management
concluded that our internal control over financial reporting was effective as of December 31, 2011.

Our internal control over financial reporting as of December 31, 2011 has been audited by Deloitte &
Touche LLP, an independent registered public accounting firm, as stated in their report which appears in
“Item 9A—Controls and Procedures” within this Form 10-K.

Changes in Internal Control Over Financial Reporting

There have been no changes in our internal control over financial reporting during the fourth quarter of 2011
that have materially affected, or are reasonably likely to materially affect, our internal control over financial
reporting.

As a result of our acquisition of the Ovidian Group in June 2011, we became a revenue-generating business.
Accordingly, we established a system of internal controls surrounding the reporting of revenue. Additionally, in
October 2011 we acquired ContentGuard. Both company’s have been integrated into our existing internal
controls over financial reporting.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Pendrell Corporation and Subsidiaries
Kirkland, Washington

We have audited the internal control over financial reporting of Pendrell Corporation and subsidiaries (the
“Company”’) as of December 31, 2011, based on criteria established in Internal Control — Integrated Framework
issued by the Committee of Sponsoring Organizations of the Treadway Commission. The Company’s
management is responsible for maintaining effective internal control over financial reporting and for its
assessment of the effectiveness of internal control over financial reporting, included in the accompanying
Management’s Report on Internal Control over Financial Reporting. Our responsibility is to express an opinion
on the Company’s internal control over financial reporting based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether effective internal control over financial reporting was maintained in all material respects. Our
audit included obtaining an understanding of internal control over financial reporting, assessing the risk that a
material weakness exists, testing and evaluating the design and operating effectiveness of internal control based
on the assessed risk, and performing such other procedures as we considered necessary in the circumstances. We
believe that our audit provides a reasonable basis for our opinion.

A company’s internal control over financial reporting is a process designed by, or under the supervision of, the
company’s principal executive and principal financial officers, or persons performing similar functions, and effected by the
company’s board of directors, management, and other personnel to provide reasonable assurance regarding the reliability of
financial reporting and the preparation of financial statements for external purposes in accordance with generally accepted
accounting principles. A company’s intemal control over financial reporting includes those policies and procedures that
(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded as necessary to
permit preparation of financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the company are being made only in accordance with authorizations of management and directors of the
company; and (3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or
disposition of the company’s assets that could have a material effect on the financial statements.

Because of the inherent limitations of internal control over financial reporting, including the possibility of
collusion or improper management override of controls, material misstatements due to error or fraud may not be
prevented or detected on a timely basis. Also, projections of any evaluation of the effectiveness of the internal
control over financial reporting to future periods are subject to the risk that the controls may become inadequate
because of changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

In our opinion, the Company maintained, in all material respects, effective internal control over financial
reporting as of December 31, 2011, based on the criteria established in Internal Control — Integrated
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission.

We have also audited, in accordance with the standards of the Public Company Accounting Oversight Board

(United States), the consolidated financial statements as of and for the year ended December 31, 2011 of the Company
and our report dated March 9, 2012 expressed an unqualified opinion on those consolidated financial statements.

/s/ DELOITTE & TOUCHE LLP

Seattle, Washington
March 9, 2012
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Item 9B. Other Information.

None.
PART III

Item 10.  Directors, Executive Officers and Corporate Governance.

(a) The information regarding our directors required by this item is incorporated by reference to the section
entitled “Election of Directors” in our Proxy Statement for our 2012 Annual Meeting of Stockholders.

(b) The information regarding our executive officers required by this item is incorporated by reference to the
section entitled “Executive Officers” in our Proxy Statement for our 2012 Annual Meeting of Stockholders.

(¢) The information regarding our Code of Ethics required by this item is incorporated by reference to the
section entitled “Election of Directors—Corporate Governance” in our Proxy Statement for our 2012 Annual
Meeting of Stockholders.

Item 11. Executive Compensation.

The information required by this item is incorporated by reference to the section entitled “Executive
Compensation” in our Proxy Statement for our 2012 Annual Meeting of Stockholders.

Item 12.  Security Ownership of Certain Beneficial Owners and Management and Related Stockholder
Matters.

The information required by this item is incorporated by reference to the sections entitled “Security
Ownership of Certain Beneficial Owners and Management” and “Securities Authorized for Issuance Under
Equity Compensation Plans” in our Proxy Statement for our 2012 Annual Meeting of Stockholders.

Item 13.  Certain Relationships and Related Transactions, and Director Independence.

The information required by this item is incorporated by reference to the sections entitled “Certain
Relationships and Related Transactions” and “Independence of the Board of Directors” in our Proxy Statement
for our 2012 Annual Meeting of Stockholders.

Item 14.  Principal Accounting Fees and Services.

The information required by this item is incorporated by reference to the section entitled “Ratification of
Independent Registered Public Accounting Firm” in our Proxy Statement for our 2012 Annual Meeting of
Stockholders.

Hoday jenuuy
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Item 15.

PART 1V

Exhibits and Financial Statement Schedules.

(a) Documents filed as part of this report

(1) Consolidated financial statements

The following consolidated financial statements are included in Part II, Item 8 of this report:

Reports of Independent Registered Public Accounting Firms
Consolidated Balance Sheets as of December 31, 2011 and 2010
Consolidated Statements of Operations for the years ended December 31, 2011, 2010 and 2009

Consolidated Statements of Comprehensive Income (Loss) for the years ended December 31, 2011,
2010 and 2009

Consolidated Statements of Cash Flows for the years ended December 31, 2011, 2010 and 2009

Consolidated Statements of Changes in Stockholders’ Equity (Deficiency in Assets) for the years ended
December 31, 2011, 2010 and 2009

Notes to Consolidated Financial Statements

(2) Financial statement schedules

All other consolidated financial statements schedules not listed above have been omitted because they are
not applicable or are not required or the information required to be set forth in the schedules is included in the
consolidated financial statements or the accompanying notes.

(3) Exhibits

The Exhibits listed in the Index to Exhibits, which appears immediately following the signature page and is
incorporated herein by reference, are filed as part of this Form 10-K.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized.

PENDRELL CORPORATION

(Registrant)
Date: March 9, 2012 By: /s _BENJAMIN G. WOLFF
Benjamin G. Wolff
Chief Executive Officer and President
(Principal Executive Officer)
POWER OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, that each person whose signature appears below
constitutes and appoints Benjamin G. Wolff, Thomas J. Neary and Timothy M. Dozois, and each of them, as his
true and lawful attorneys-in-fact and agents, with full power of substitution for him, and in his name in any and
all capacities, to sign any and all amendments to this Annual Report on Form 10-K, and to file the same, with
exhibits thereto and other documents in connection therewith, with the Securities and Exchange Commission,
granting unto said attorneys-in-fact and agents, and each of them, full power and authority to do and perform
each and every act and thing requisite and necessary to be done therewith, as fully to all intents and purposes as
he might or could do in person, hereby ratifying and confirming all that said attorneys-in-fact and agents, and any
of them or his or her substitute or substitutes, may lawfully do or cause to be done by virtue hereof.

Pursuant to the requirements of the Securities Act of 1934, this report has been signed by the following
persons on behalf of the Registrant in the capacities indicated on March 9, 2012:

Signature Title Date
/s/ BENJAMIN G. WOLFF Chief Executive Officer and March 9, 2012
Benjamin G. Wolff President (Principal Executive
Officer)
/s/ THOMAS J. NEARY Vice President, Chief Financial March 9, 2012
Thomas J. Neary Officer (Principal Financial and
Accounting Officer)
/s/  RICHARD P. EMERSON Director March 9, 2012
Richard P. Emerson
/s/  RICHARD P. Fox Director March 9, 2012
Richard P. Fox >
-
-
/s/ NicoLAs KAUSER Director March 9, 2012 S
Nicolas Kauser %
/s|__CRAIG O. Mccaw Chairman of the Board of Directors ~ March 9, 2012 g
Craig O. McCaw —~
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Signature Title Date

/s/  R. GERARD SALEMME Director
R. Gerard Salemme

March 9, 2012

/s/  STUART M. SLOAN Director
Stuart M. Sloan

March 9, 2012

/s/ H. BRIAN THOMPSON Director
H. Brian Thompson

March 9, 2012

g,
o
)
x
®
>
c
c
<
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INDEX TO EXHIBITS

Incorporated by Reference

Original Filing Filed
Exhibit No. Exhibit Description Form SEC File No. Exhibit No. Date Herewith

3.1 Restated Certificate of Incorporation of 10-12G  000-52006 3.1 05/15/06
ICO Global Communications (Holdings) ,
Limited

3.2 Certificate of Amendment to Restated X
Certificate of Incorporation

33 Certificate of Designations of the Series 8-K 001-33008 3.1 02/01/10
A Junior Participating Preferred Stock of
the Company

34 Certificate of Designations of the Series 8-K  001-33008 32 02/01/10
B Junior Participating Preferred Stock of
the Company

3.5 Restated Bylaws of ICO Global 10-K  001-33008 32 03/16/10
Communications (Holdings) Limited, as
amended

4.1 Tax Benefits Preservation Plan, dated as 8-K 001-33008 4.1 02/01/10
of January 29, 2010 by and between ICO
Global Communications (Holdings)
Limited and BNY Mellon Shareowner
Services, as Rights Agent

4.2 Subscription Form and Form of Rights 8-K  001-33008 4.19 02/18/10
Certificate

10.1 Registration Rights Agreement, dated 10-12G  000-52006 10.5 05/15/06
April 29, 2000, between New Satco
Holdings, Inc. and Eagle River
Investments, LLC

10.2 Amendment No.1 to Registration Rights 8-K  001-33008 10.1 04/28/10
Agreement, dated April 29, 2000,
between New Satco Holdings, Inc. and
Eagle River Investments, LL.C

10.3 Registration Rights Agreement, dated 10-12G  000-52006 10.6 05/15/06
July 26, 2000, between ICO-Teledesic
Global Limited and CDR-Satco, LLC

10.4 Amendment No.1 to Registration Rights 8-K  001-33008 10.2 04/28/10
Agreement, dated July 26, 2000, between '
ICO-Teledesic Global Limited and CDR-

Satco, LLC

10.5 Registration Rights Agreement, dated 10-12G  000-52006 10.7 05/15/06
July 17, 2000, between ICO-Teledesic
Global Limited and Cascade Investment,
LLC

>
>
=
c
2
o
o
o
o
A
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Exhibit No.

Exhibit Description

Incorporated by Reference

Form

SEC File No.

Original
Exhibit No.

Filing
Date

Filed
Herewith

10.6

10.7

10.8

10.9

10.10

10.11

10.12

10.13

10.14

10.15%

10.16*

10.17*

Amendment No.1 to Registration Rights
Agreement, dated July 17, 2000, between
ICO-Teledesic Global Limited and
Cascade Investment, LLC

Warrant Agreement, dated December 12,
2002, between ICO and Eagle River
Investments, LLC

Registration Rights Agreement, dated
December 12, 2002, between ICO and
Eagle River Investments, LLC

Amendment No. 1 to Registration Rights
Agreement, dated December 11, 2007,
between ICO and Eagle River Satellite
Holdings LLC

Restricted Stock Grant Agreement,
effective November 11, 2005, between
ICO and Eagle River Investments, LLC

Assignment of Warrants, dated
December 19, 2003, among ICO, The
Boeing Company and Teledesic LLC

Indemnification Agreement, dated
August 11, 2000, between ICO-Teledesic
Global Limited and Eagle River
Investments, LLC

Indemnification Agreement, dated
July 26, 2000, among ICO-Teledesic
Global Limited, CDR-Satco, L.L.C.,
Clayton, Dubilier & Rice, Inc. and The
Clayton, Dubilier & Rice Fund VI
Limited Partnership

Indemnification Agreement, dated
July 17, 2000, between ICO-Teledesic
Global Limited and Cascade
Investment, LLC

ICO Global Communications (Holdings)
Limited 2000 Stock Incentive Plan, As
Amended and Restated effective June 15,
2007

Form of Class A Common Stock Option
Agreement under 2000 Stock Incentive
Plan

Form of Class B Common Stock Option
Agreement under 2000 Stock Incentive
Plan

8-K

10-12G

10-12G

8-K

10-12G

10-12G

10-12G

10-12G

10-12G

10-Q

10-12G

10-12G

001-33008

000-52006

000-52006

001-33008

000-52006

000-52006

000-52006

000-52006

000-52006

001-33008

000-52006

000-52006

10.3

10.8

109

10.1

10.4

10.10

10.14

10.15

10.16

10.20.1

10.21

10.22

04/28/10

05/15/06

05/15/06

12/17/07

05/15/06

05/15/06

05/15/06

05/15/06

05/15/06

08/14/07

05/15/06

05/15/06



Incorporated by Reference

Original Filing Filed
Exhibit No. Exhibit Description Form SEC File No. Exhibit No. » Date Herewith
10.18* Form of Restricted Stock Agreement 10-12G  000-52006 10.23 05/15/06
under 2000 Stock Incentive Plan
10.19* Board Compensation Policy, effective X

January 1, 2012
10.20 Form of Securities Purchase Agreement 8-K  001-33008 10.1 06/06/08

10.21 Form of ICO Global Communications 8-K  001-33008 10.1 04/07/09
(Holdings) Limited Indemnification
Agreement

10.22* Employment Letter Agreement with 8-K  001-33008 10.1 06/17/11
Joseph Siino dated June 17, 2011

10.23* Amended and Restated Employment 8-K  001-33008 10.4 07/05/11

Letter Agreement with Benjamin G.
Wolff dated July 1, 2011

10.24*  Amended and Restated Employment 8-K  001-33008 10.5 07/05/11
Letter Agreement with R. Gerard
Salemme dated July 1, 2011

10.25* Employment Letter Agreement with Tim 8-K  001-33008 10.3 07/05/11
Dozois dated July 1, 2011

10.26* Employment Letter Agreement with 8-K  001-33008 10.1 07/21/11
Thomas J. Neary dated July 18, 2011
10.27 Amended and Restated Investment 8-K  001-33008 10.1 03/17/11

Agreement, dated as of February 24,
2011, between DBSD North America,
Inc. and DISH Network Corporation

10.28 Implementation Agreement, dated as of 8-K 001-33008 10.2 03/17/11
March 15, 2011, between ICO Global
Communications (Holdings) Limited and
DISH Network Corporation

10.29 Restructuring Support Agreement, dated 8-K  001-33008 10.3 03/17/11
as of March 15, 2011, between ICO
Global Communications (Holdings)
Limited and DISH Network Corporation

10.30 Stock Purchase Agreement among 8-K  001-33008 10.1 10/31/11
Microsoft Corporation, Technicolor
USA, Inc., Time Warner ContentGuard
Holdings, Inc., ContentGuard Holdings,
Inc., Pendrell Technologies LLC and
Pendrell Corporation dated September
28,2011

21.1 List of Subsidiaries X

23.1 Consent of Deloitte & Touche LLP, X
Independent Registered Public
Accounting Firm

poday jenuuy
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Incorporated by Reference

Original Filing Filed
Exhibit No. Exhibit Description Form SEC File No.  Exhibit No. Date Herewith
31.1 Certification of the principal executive X
officer required by Rule 13a-14(a) or
Rule 15d-14(a)
31.2 Certification of the principal financial X
and accounting officer required by
Rule 13a-14(a) or Rule 15d-14(a)
32.1 Certifications required by Rule 13a-14(b) X
or Rule 15d-14(b) and Section 1350 of
Chapter 63 of Title 18 of the United
States Code (18 U.S.C. § 1350)
101.INS XBRL Instance Document X
101.SCH XBRL Taxonomy Extension Schema X
101.CAL  XBRL Taxonomy Extension Calculation X
Linkbase
101.DEF  XBRL Taxonomy Extension Definition X
Linkbase
101.LAB  XBRL Taxonomy Extension Label X
Linkbase
101.PRE XBRL Taxonomy Extension Presentation X

Linkbase
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Exhibit 31.1

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Benjamin G. Wolff, certify that:

l.

I'have reviewed this annual report on Form 10-K of Pendrell Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state
a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f) for the registrant and
have:
a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;
b) designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;
¢) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such evaluation; and
d) disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):
a) all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting that are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and g
b) any fraud, whether or not material, that involves management or other employees who have a g
significant role in the registrant’s internal control over financial reporting. o
=
Date: March 9, 2012 /s/ BENJAMIN G. WOLFF 5
Benjamin G. Wolff g

Chief Executive Officer and President
(Principal Executive Officer)
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Exhibit 31.2

CERTIFICATION PURSUANT TO
SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Thomas J. Neary, certify that:

1. Thave reviewed this annual report on Form 10-K of Pendrell Corporation;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state
a material fact necessary to make the statements made, in light of the circumstances under which such
statements were made, not misleading with respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report,
fairly present in all material respects the financial condition, results of operations and cash flows of the
registrant as of, and for, the periods presented in this report;

4. The registrant’s other certifying officer(s) and I are responsibie for establishing and maintaining disclosure
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control
over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f) for the registrant and
have:

a) designed such disclosure controls and procedures, or caused such disclosure controls and procedures to
be designed under our supervision, to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, particularly
during the period in which this report is being prepared;

b) designed such internal control over financial reporting, or caused such internal control over financial
reporting to be designed under our supervision, to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles;

c) evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end
of the period covered by this report based on such evaluation; and

d) disclosed in this report any change in the registrant’s internal control over financial reporting that
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the
case of an annual report) that has materially affected, or is reasonably likely to materially affect, the
registrant’s internal control over financial reporting; and

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of
internal control over financial reporting, to the registrant’s auditors and the audit committee of the
registrant’s board of directors (or persons performing the equivalent functions):

a) all significant deficiencies and material weaknesses in the design or operation of internal control over
financial reporting that are reasonably likely to adversely affect the registrant’s ability to record,
process, summarize and report financial information; and

b) any fraud, whether or not material, that involves management or other employees who have a
significant role in the registrant’s internal control over financial reporting.

Date: March 9, 2012 /s/ THOMAS J. NEARY

Thomas J. Neary
Vice President, Chief Financial Officer
(Principal Financial and Accounting Officer)



Exhibit 32.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Annual Report of Pendrell Corporation (“Company”) on Form 10-K for the period
ending December 31, 2011 as filed with the Securities and Exchange Commission on the date hereof (“Report”),
Benjamin G. Wolff, Chief Executive Officer and President (principal executive officer) and Thomas J. Neary,
Vice President, Chief Financial Officer (principal financial and accounting officer) of the Company, each hereby
certifies, pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that, to
the best of his knowledge:

(1) The Report fully complies with the requirements of Sections 13(a) or 15(d) of the Securities Exchange
Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company.

/s/ _BENJAMIN G. WOLFF /s/ __THOMAS J. NEARY
Benjamin G. Wolff Thomas J. Neary
Chief Executive Officer and President Vice President, Chief Financial Officer
(principal executive officer) (principal financial and accounting officer)
March 9, 2012 March 9, 2012

A signed original of this written statement has been provided to Pendrell Corporation and will be retained by
Pendrell Corporation and furnished to the Securities and Exchange Commission or its staff upon request.
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Corporate Headquarters
FPendrell Corporation
2300 Carillon Point, Kirkland, WA 98033

Stock Market Listing
Class A Common Stock (symbol: PCO) is listed on the Nasdaqg Global Market

Annual Meeting of Stockholders
10:00 a.m., Wednesday, November 14, 2012
The Woodmark Hotel

1200 Carillon Point, Kirkland, WA 98033

Transfer Agent and Registrar
Computershare

480 Washington Bivd,, Jersey City, NJ 07310
www.cpushareownerservices.com

fFor Domaestic Shareholders: (B0OQ) 522-6645

TDD for Hearing Impaired Shareholders: (800) 231-5469
For International Shareholders: (201) 680-6578

TDD for International Shareholders: (201) 680-6610

Pendrell Website

Pendrell’'s website (www.pendrell.com) contains additional information about the company and
our business in the “About” and “Investor Relations” sections. The "Investor Relations” section
contains many of our financial documents, including recent annual reports, quarterly reports,
proxy statements, news releases and Securities and Exchange Commission filings.

Form 10-K

Copies of Pendrell Corporation’s Annual Report on Form 10-K filed with the Securities and
Exchange Commission are available from the company without charge. Contact Pendrell Investor
Relations by correspondence to our corporate headquarters or by telephone; (425) 278-7100.

This Annual Report contains forward-looking statements within the meaning of the safe-harbor
provisions of the Private Securities Litigation Reform Act of 1995, Section 27A of the Securities
Act of 1933 and Section 21E of the Securities Exchange Act of 1934, The words "anticipate,”
“helieve,” “estimate,” “expect,” “intend.,” “will,” "should” and similar expressions, as they relate

to us, are intended to identify forward-looking statements. Such statements include our current
beliefs, plans and expectations but they involve a number of risks and uncertainties. Actual
results and the timing of events could differ materially from those anticipated in the forward-
looking statements as a result of risks and uncertainties, which include: our ability to successfully
forecast the stage of development and viability of the IP marketplace; the quality of the IP
assets acquired by us; the ability of our portfolio to generate revenues at the rates anticipated,
or at all; the possibility that the marketplace will cease its rapid adoption of connected

devices that deliver secure content; our ability to successfully identify and invest in innovative
technologies that present opportunities for significant returns; the ability of our management
team to successfully acquire and monetize IP assets; and other risks and uncertainties more
fully described in the “Risk Factors” section of our 2011 Form 10-K filed with the SEC on March
9, 2012, a copy of which is included in this Annual Report. Accordingly, although we believe that
the expectations reflected in such forward-looking statements are reasonable, there can be

no assurance that the actual results will be consistent with our expectations. We undertake no
obligation to update or revise any forward-looking statements in this Annual Report, whether as
a result of new information, future events or otherwise, except as required by law.
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Craig O. McCaw

Chairman

Richard P. Emerson
Director

Richard P. Fox

Director

Nicolas Kauser
Director

R. Gerard Salemme
Director

Stuart M. Sloan

Director

H. Brian Thompson
Director

Benjamin G. Wolff

Director

Benjamin G. Wolff
President and
Chief Executive Officer

Thomas J. Neary
Vice President and
Chief Financial Officer

Robert S. Jaffe
Vice President, General Counsel
and Corporate Secretary

R. Gerard Salemme
Executive Vice President and
Chief Strategy Officer

Joseph K. Siino
Chief IP Officer



e

=

E &
S & @
g =
b 2ge

S &

i

PENDRELL

F:

Corporate Headquarters

S

U
2300 Carillon Point Kirkland, WA 98033



